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Foreword 


The impact of war on our agricultural economy has intensified 
some of the problems of basic readjustment that have been the main 
objective of our work during the last 7 years. In seeking wider 
foreign markets, agriculture has been faced with increased tariff 
barriers, national subsidies to encourage domestic self-sufficiency in 
importing countries, and subsidy programs by competing exporting 
nations, who, like us, are concerned with maintaining as large a 
share of the world market as possible. The further loss of foreign 
markets and the restriction of foreign purchasing power for food 
imports as a result of war have greatly heightened the intensity of 
some of the longer time trends. 

The net result is that this country, failing the development of 
greatly expanded domestic markets, is faced with the possibility of a 
surplus situation much more serious than any we have previously 
contemplated. Agriculture’s capacity has not been fully utilized 
for more than a decade. In terms of food, the Nation finds itself 
more than adequately prepared for the defense emergency. Our 
inability to make substantial headway in breaking down the barriers 
to wider international trade on a basis that is sound for farmers and 
the Nation as a whole means that our only alternative to drastic 
readjustments in acreage is an attempt to find wider internal 
markets. 

In recognition of this problem, the efforts of the Department of 
Agriculture toward expanding domestic consumption have been 
greatly increased. Nearly 3 million needy school children are se- 
curing free school lunches through the locally sponsored free-lunch 
programs. This work will be increased to serve 6 million children 
during the coming school year. Families not yet covered by the 
Food Stamp Plan receive commodities donated by the Federal Govy- 
ernment to State welfare agencies for distribution to needy families. 
Low-cost-milk consumption is being developed in connection with 
Federal marketing programs. ‘The development of new uses for sur- 
plus commodities is being sponsored. The Food Stamp Plan is the 
latest and most promising mechanism by which we hope to be able 
to meet some of the challenges that the new conditions have created. 

This report is concerned with economic and other aspects of the 
Food Stamp Plan. It was written initially for guidance in the ad- 
ministration of the program. Because of the wide general interest, 
it is now made available to the public. 

Mito PrErRKINs, 

Administrator, Surplus Marketing Administration. 
H. R. Touty, 

Chief, Bureau of Agricultural Economics. 
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Digest 


The study here reported shows that farm- 
ers, low-income consumers, and food dealers 
would all benefit substantially from an ex- 
pansion of the Food Stamp Plan. If the 
plan were made available to all relief and 
Work Projects Administration families in 
the United States, the cost to the Federal 
Treasury would be about 400 million dollars a 
year. A plan of this size would be very 
effective in moving surplus foods into con- 
sumption and in improving the diets of low- 
income families. The authors believe that a 
400-million-dollar annual subsidy for a Na- 
tional Food Stamp Plan could increase the 
income of farmers by at least the amount of 
the subsidy, and possibly somewhat more. 

These findings do not mean that the Food 
Stamp Plan is necessarily a substitute for 
other methods of farm relief nor that it 
should be considered to the exclusion of 
other methods of domestic surplus disposal, 
such as the school-lunch program and the 
Direct Purchase and Distribution Program. 
The report shows that in some respects full 
benefits of the plan were not being realized in 
the early stages of its operation and sug- 
gests some possibilities for improvement. 
On the whole, however, the plan seems to be 
working satisfactorily from the standpoint of 
all groups concerned, and a number of changes 
have been made to improve its operation. 


OBJECTIVES OF THE Foop Stamp PLAN 


Price-depressing farm surpluses are coex- 
istent with a situation in which millions of 
American families are receiving inadequate 
diets. The purpose of the Food Stamp Plan 
is to raise farm income and at the same time 
to improve the dietary standards of low- 
income consumers. In the distribution of 
food surpluses, it utilizes existing channels of 
food distribution, with whatever benefit this 


may bring to those engaged or employed in 
the food industries. 

The stamp plan seeks to achieve its objec- 
tive by means of a Federal subsidy paid to 
low-income consumers in the form of blue 
stamps. These stamps can be used for the 
purchase of specified surplus foods in any 
retail-food outlet. As a condition for re- 
ceiving the free blue stamps, consumers are 
usually required to buy minimum quantities 
of orange-colored stamps, which can be used 
for the purchase of any food product. The 
purpose of this requirement is to maintain 
the out-of-pocket food expenditures of par- 
ticipants, so that the surplus products bought 
with the free blue stamps will represent a net 
addition to their food consumption. 


THEORY OF THE PLAN 


It is generally agreed that the demand for 
foods as a whole by high-income consumers is 
more inelastic than that of low-income con- 
sumerssince they respond less to price changes 
and may spend considerably more for a small 
supply than for a large one. What the Food 
Stamp Plan does in effect is to divert a larger 
share of the available supply from high- 
income to low-income consumers by means of 
the blue-stamp subsidy. To the extent that 
the demand of the former group is more ine- 
lastic than that of the latter, the effect of this 
diversion is to increase the combined food 
expenditures of both groups for any given 
supply. It is this increase in total food 
expenditures, rather than the amount of the 
subsidy as such, which is important in de- 
termining the increase in farm income. 

The effect of the Food Stamp Plan on 
farm income will depend primarily on four 
things: (1) The amount of the blue-stamp 
subsidy; (2) the extent to which this subsidy 
represents a net addition to the preplan food 
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expenditures of the participants; (3) the elas- 
ticity of the demand of medium- and high- 
income consumers who do not participate 
in the plan; and (4) changes in marketing 
charges. 

The more inelastic the demand of high- 
income consumers, the greater will be the 
price increase and the effect of the plan in 
raising farm income. If, however, the de- 
mand of nonparticipating consumers is highly 
inelastic, the price increase will be such that 
low-income families will be unable to obtain 
much additional food even with their blue- 
stamp subsidy. Actually, the benefits of the 
plan are shared by both farmers and low- 
income consumers; but for any given sub- 
sidy, the greater the benefits to one group, 
the smaller the benefits to the other. 

If the total supply of the commodity is 
fixed and would be marketed through regular 
commercial channels in the absence of the 
plan, then the total marketing bill is not 
greatly affected by diverting part of the 
supply from one group of consumers to an- 
other. If there is no increase in charges for 
processing and marketing, the farmer will 
receive all of the increase in consumer ex- 
penditure attributable to the Food Stamp 
Plan, even though his average share of the 
consumer’s dollar is only 40 to 45 percent. 
This increase in consumer expenditure may 
be greater under certain circumstances than 
the blue-stamp subsidy itself. 

The farmer will not receive all of the sub- 
sidy, however, when the effect of the plan 
is mainly to increase the supply marketed 
rather than to raise farm prices—as may 
actually occur when prices are so low that 
part of the crop would otherwise be left 
unharvested. In this case, the plan will 
benefit low-income consumers by enabling 
them to obtain more food, but farmers will 
not be greatly helped unless the subsidy is 
sufficient to affect market prices. On the 
additional part of the supply which farmers 
will be able to market as a result of the plan, 
they will receive only that part of the subsidy 
left after the deduction of marketing costs. 
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In the long run, operation of the Food 
Stamp Plan on a national scale should make 
possible increased total production as well 
as higher prices. If operated in conjunction 
with a production-control program, the effect 
of the plan would be to divert a larger part 
of whatever supply was produced to low- 
income families, with increased prices to 
farmers. 

With any given amount of funds, will the 
Food Stamp Plan raise farm income as much 
as, or more than, the same amount of funds 
used under the Direct Purchase and Distribu- 
tion Program of the Surplus Marketing Ad- 
ministration? The answer to this depends 
on two things: (1) The quantity of food sur- 
pluses that can be bought; and (2) the extent 
to which the foods thus bought represent a 
net increase in the food consumption of par- 
ticipants. More surplus food can be bought 
with a given amount of money under the 
Direct Purchase and Distribution Program 
than under the Food Stamp Plan because, 
under the former, purchases are made direct 
from farmers or wholesale assemblers rather 
than from food retailers. But the benefit 
to agriculture depends on the effect on total 
food sales. No matter how cheaply a sur- 
plus-disposal program can be operated, the 
farmer gains nothing if the free food is merely 
substituted for food purchases which the 
recipients would have made without the 
program. 

Where relief assistance is given in the form 
of grocery vouchers rather than cash, so that 
the preplan food expenditures of participants 
can be maintained under either plan, the 
direct distribution program may be expected 
to increase farm income directly more than 
the stamp plan with any given subsidy, 
because of its cost advantage. For the same 
reason, the direct distribution program would 
probably raise farm income by more than 
the stamp plan where cash relief payments 
are so small that the orange-stamp require- 
ment must be dispensed with. Neither plan, 
however, is altogether satisfactory from the 
farmers’ standpoint if no method is provided 


for maintaining the normal food expenditures 
of participants. Where the orange-stamp 
requirement can be applied, the advantage of 
the stamp plan in maintaining normal food 
expenditures of participants is likely to out- 
weigh its cost disadvantage from the stand- 
point of raising farm income. 


Scoprr OF THE PLAN 


As of July 1, 1940, the Food Stamp Plan 
was operating in 83 areas, with a total of 
about 1,500,000 consumer participants. The 
total cumulative value of the blue stamps 
issued up to that date was $16,538,000. In 
areas where the plan is operating, the value 
of the blue stamps amounts to about 4 or 5 
percent of total-food sales. 

Thus far, participation in the plan has been 
limited to persons receiving relief (including 
W. P. A. workers) except in Shawnee, Okla., 
where low-income employed families are 
participating on an experimental basis. In 
the first six cities where the plan was operated, 
ordinarily called experimental stamp cities, 
from 9 to 17 percent of the total population is 
eligible to participate, depending on the relief 
load. The experience to date indicates that 
about 75 percent of the eligible consumers 
may be expected to participate in the plan. 


CommopiTiEs PurcHASED WITH 
BuvueE STAMPS 


The proportion of blue stamps spent for the 
various commodities on the. surplus list 
obviously determines the distribution of 
benefits among the various groups of pro- 
ducers involved. Up to December 15, 1939, 
approximately one-fourth of the stamps were 
used for butter and one-fourth for eggs. 
Cereal products (flour, corn meal, and rice) 
accounted for 10 to 17 percent and fruits and 
vegetables for about 33 percent. When pork 
was added to the list in December, it took 
about one-fourth of the stamps, apparently 
at the expense chiefly of butter, eggs, and 
lard. The proportion of blue stamps spent 
for each commodity will obviously vary with 


the number and type of commodities on the 
surplus list. 

The average per capita consumption of 
surplus commodities by participating families 
appears substantially higher than the con- 
sumption of these foods that has been 
reported for comparable nonparticipating 
groups. 


PROBLEM OF SUBSTITUTION 


For reasons already made clear, it is essen- 
tial from the standpoint of the farmer that 
as much of the blue-stamp subsidy as possible 
shall represent a net increase over the former 
food expenditures of participants. The Food 
Stamp Plan seeks to maintain these expendi- 
tures in two ways: (1) By requiring that 
participants buy a minimum of $1 to $1.50 
worth of orange stamps per person per week 
as a condition for receiving the free blue 
stamps; and (2) by giving larger quantities 
of free blue stamps with increased purchases 
of orange stamps. The minimum orange- 
stamp requirement was set at $1 on the 
assumption that this was the average 
per capita food expenditure of low-income 
families. 

Because of the way in which relief is 
handled in some cities, it was not desirable 
to use the orange-stamp requirement for all 
participants. As of January 1940, 60 per- 
cent of the participants were required to 
buy orange stamps; 18 percent were recelv- 
ing their relief in the form of grocery vouchers 
rather than cash, so no requirement was 
necessary; and 22 percent (mostly in the 
South) were simply given the blue stamps 
because their cash-relief payments were so 
low they could not buy the orange stamps. 

A majority of the people required to buy 
orange stamps were purchasing more than 
the required minimum. In May 1940, par- 
ticipants in 12 ‘‘stamp cities’? were spending 
an average of $1.06 to $1.29 per person per 
week for orange stamps, with this figure 
tending to increase as the plan went along. 
In addition, they were, of course, receiving 
free blue stamps equal to 50 percent of the 
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value of the orange stamps bought, which 
made a total per capita food expenditure of 
$1.60 to $1.95 per week. There is reason to 
think, however, that the average preplan 
food expenditure of many of these partici- 
pants was somewhat above the amount of the 
orange-stamp purchases, so that not all the 
value of the blue stamps may have repre- 
sented a net increase in their food consump- 
tion. 

Efforts were made in this study to measure 
the extent to which blue stamps were sub- 
stituted for out-of-pocket food expenditures 
of participants, but the results were not such 
as to warrant any precise conclusion. In 
the judgment of the writers, based on first- 
hand observation of the working of the plan 
as well as on the available statistical evidence, 
a conservative estimate would be that about 
75 percent of the blue-stamp subsidy repre- 
sented a net increase in the food expenditures 
of participants. This percentage might be 
increased with certain modifications in the 
operation of the plan, some of which are 
already under consideration by administra- 
tive officials and are discussed later in this 
report. 


SELECTING COMMODITIES FOR THE SURPLUS 
List 


The basic authority under which the Food 
Stamp Plan is operated is such that the 
question of the particular commodities to be 
put on the surplus list is largely a matter of 
administrative discretion. In selecting com- 
modities for this list, primary consideration 
should be given to commodities whose prices 
are most depressed, commodities for which 
the plan would be most effective in increasing 
consumption and improving the price situa- 
tion, and commodities which offer the great- 
est improvement in the diets of low-income 
consumers, cost considered. Not enough is 
known about demand elasticities and con- 
sumption habits to predict accurately how 
the stamp plan will affect sales of individual 
commodities put on the surplus list. But it 
can probably be said with reasonable cer- 
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tainty that sales of commodities like fresh 
fruits, meats, and dairy and poultry products 
will be increased proportionately more than 
sales of commodities which low-income con- 
sumers are already buying in relatively large 
quantities. 

The number and type of commodities on 
the surplus list will determine in large meas- 
ure the extent of the gain to any particular 
group of producers. The shorter the list, 
the greater will be the advantage to those 
producers whose products are included, but 
the less will be the incentive to consumers 
to participate. If the list is lengthened, 
less control is possible over the allocation of 
benefits to any particular group of producers, 
although the benefits to agriculture as a 
whole will not be diminished if preplan food 
expenditures are maintained. If the surplus 
list includes commodities for which con- 
sumers normally spend as much as half of 
their food budget, then no special benefits 
will go to producers whose products are on 
the surplus list and no purpose would be 
served by having two kinds of stamps. The 
proportion of normal food expenditures 
represented by the surplus lists thus far 
designated under the Food Stamp Plan has 
varied from one-fifth for the first list to one- 
third for the later ones. 


Costs UNDER THE Foop Sramp PLAN 


A criticism sometimes made of the stamp 
plan is that it costs the Federal Government 
more to distribute surplus foods in this way 
than by possible alternative methods, such 
as the Direct Purchase and Distribution 
Program. Under the stamp plan, purchases 
of surplus foods aremade by consumers in their 
neighborhood stores. Under the Direct Pur- 
chase and Distribution Program, commodi- 
ties are bought by the Government at farm 
or wholesale points and transported to the 
State welfare agencies. Distribution to con- 
sumers is carried out by State and local 
relief agencies with the help of relief and 
W. P. A. labor. The difference, therefore, 


between the out-of-pocket costs to the 
Government under the stamp plan and the 
direct purchase program will be roughly 
equal to the difference between the retail 
price and the wholesale landed price in car- 
load lots. For some commodities this cost 
difference may be as low as 15 percent and 
for others as high as 45 percent. Margin 
studies made by the Federal Trade Commis- 
sion and others made in connection with this 
analysis indicate that for commodities on the 
surplus list thus far the commodity costs 
under the direct purchase program will 
average about one-third less than under the 
stamp plan. This cost difference is of course 
due mainly to the fact that the direct pur- 
chase program utilizes relief labor in lieu 
of the services of the wholesaler and retailer; 
and, as this labor would have to be main- 
tained at public expense in any case, its 
employment does not represent an addi- 
tional cost from a budgetary standpoint. 

There is a rather widespread misunder- 
standing as to how the costs of the stamp plan 
are related to its effect in raising farm 
income. Because the farmer gets only about 
40 to 45 percent of the consumer’s dollar, 
many people have assumed that less than 
half of any Federal subsidy used for the stamp 
plan would go to the farmer. This is 
incorrect. What the stamp plan does in the 
case of most commodities is to divert a part 
of the supply from one group of consumers to 
another, without any large immediate in- 
crease in the total supply marketed or in the 
total marketing bill. If the total supply of 
the commodity is fixed and if there is no 
increase in unit margins with the increase in 
prices, all of the increase in consumers’ 
expenditures goes to the farmer, regardless 
of how small his share of the consumer’s 
dollar may be. 


EFFect OF THE PLAN ON RETAILERS, RETAIL 
MaraGins, AND EMPLOYMENT 


Blue-stamp sales have amounted on an 
average to about 4 or 5 percent of total food 


sales in the experimental cities. Even if 
these sales represented a net increase in food 
sales, it is evident that their volume is not 
large in relation to total food sales and hence 
would not be expected greatly to influence 
marketing costs or employment in the 
regular food channels. 

The business done by means of the blue 
stamps is confined primarily to retail stores 
located in low-income neighborhoods. In 
the experimental cities, 5 percent of the 
stores are receiving about one-third of the 
blue stamps. For at least half the retailers 
the blue-stamp business amounts to less than 
$60 per month; for others it greatly exceeds 
this amount. 

The stamp plan does not seem to have led 
to any significant change in the margins 
charged for surplus commodities. In the 
case of “long-margin” items of which large 
quantities are not commonly sold, there does 
appear to have been some reduction in 
margins by some retailers when these were 
added to the surplus list. But on the basis 
of the experience thus far, it seems that the 
effect of the plan on margins has been 
negligible. 

No significant increase in the number of 
persons employed in the regular food channels. 
appears to have accompanied the operation 
of the stamp plan. Most retail and whole- 
sale firms have been able to handle increases 
in business as large as those usually occa- 
sioned by the plan without hiring additional 
labor or adding to their physical facilities. 


Errect oN Dirrary STANDARDS OF Low- 
Income CoNSUMERS 


In August and September 1939, the Bureau 
of Home Economics conducted a study 
among 1,500 families in Dayton, Ohio, to 
discover what differences exist in the con- 
tent and nutritive value of diets of families 
participating in the Food Stamp Plan as 
compared with those of their low-income 
neighbors not included in this plan. 

The significant differences in the content 
of diet of participants and nonparticipants 
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were due to the higher consumption of eggs, 
butter, and fruit by participants, with a 
tendency toward slightly higher consumption 
of practically every item on the surplus list 
and of each major class of food. 

The nutritive value of the diets of partici- 
pants was significantly higher than that of 
nonparticipants for vitamin A and vitamin C 
and was more generous in every nutrient 
considered. The diets of participants and 
nonparticipants both needed reinforcement 
in calcium. The August-September surplus 
list did not include foods that make a signifi- 
cant contribution to the calcium content of 
diets; this could be obtained if the surplus 
list included milk in some form or more green, 
leafy vegetables. 


Pusuic REACTION TO THE Foop StTamMp 
PLAN 


Since the expansion of any program in a 
democracy must depend upon the reaction of 
the people, the attitudes of various segments 
of the population are particularly important. 
A number of investigations by various agen- 
cies indicate that the stamp plan is meeting 
with widespread public approval. This atti- 
tude is not confined to any particular group; 
the programs appear to have the support 
even of those people not directly benefiting. 


NATIONAL POTENTIALITIES OF THE Foop 
Stamp Puan 


At present, nearly 20 million persons, in- 
cluding the families of W. P. A. workers, are 
receiving or are eligible to receive public as- 
sistance in some form. Assuming that 75 
percent of these people would participate if 
given an opportunity, it would cost the Fed- 
eral Treasury about 375 to 400 million dollars 
annually to operate the plan on a national 
basis for public-assistance cases. 

If the plan were also to include employed 
families in urban areas with incomes of less 
than $1,000 per year, an additional expendi- 
ture of 200 to 240 million dollars would be re- 
quired. A program to make the plan avail- 
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able to all relief people and all employed low- 
income families (that is, those with less than 
$1,000 per year) in both rural and urban areas 
would cost about a billion dollars. 

A 400-million-dollar Food Stamp Plan 
would, by conservative estimate, increase 
farm incomes by 240 to 444 million dollars, 
depending on the elasticity of nonpartici- 
pants’ demand for food. This represents a 
4- to 7-percent increase in farm income from 
food crops. 

These figures are based on the assumptions 
that participants substitute as much as 25 
percent of their blue-stamp subsidy for nor- 
mal food expenditures and that increases in 
marketing charges due to the increase in 
prices take one-fifth of the increase in total 
consumer’s food expenditures, leaving only 
four-fifths to be reflected to farmers. If the 
degree of substitution is reduced or if mar- 
keting charges are not increased—both of 
which appear possible—the farm benefits 
would be higher than these estimates and, 
in the opinion of the writers, would be likely 
to equal or perhaps exceed the amount of the 
subsidy. Under the same assumptions, a 
125-million-dollar Food Stamp Plan program 
would increase farm income from food crops 
by 1 or 2 percent. 

For the commodities on the surplus list, 
larger percentage increases in growers’ in- 
comes would be expected in general. Esti- 
mates based on past distribution of blue- 
stamp purchases among the surplus com- 
modities as compared with presumed “‘nor- 
mal” consumption by low-income consumers 
suggest that under a 400-million-dollar plan, 
participants’ expenditures would increase by 
at least 3 to 5 percent of the value of normal 
domestic consumption for rice and cabbage, 
6 to 8 percent for butter and eggs, 9 to 14 
percent for beans, lard, and various fresh 
fruits and vegetables, and 23 to 26 percent 
for prunes and raisins. The exact benefits 
to growers cannot be estimated, since they 
depend on the elasticities of demand of 
nonparticipants, a point on which there are 
no reliable data. 


Surpluses, Nutrition, and the Food Stamp Plan 


Agriculture since 1920 has been wrestling 
with surpluses and the problems they create. 
At the same time, there has been an obvious 
need for many of the supplies that agriculture 
had to sell. 

In terms of the supply-and-demand as- 
pects, a surplus can be defined as that part 
of the total supplies which, if removed or 
otherwise handled, would result in remunera- 
tive prices and grower income. Although 
there has been something less than unanimity 
on the basis for determining the existence of 
the surplus, as well as on the definition of the 
term ‘‘remunerative,” and differing opinions 
as to the steps to be undertaken, national 
policy to alleviate the situation springs from 
this understanding of the problem. 

Possibly, most people have been impressed 
by the existence of physical surpluses; that 
is, available supplies in excess of what can 
be marketed at any price (a positive price 
to growers which will cover out-of-pocket 
costs of harvesting and marketing). Such 
physical surpluses may not be typical of 
agriculture, but they are not insignificant. 
Each year the Crop Reporting Service esti- 
mates millions of pounds of edible foodstuffs 
reported to have been left unharvested ‘‘on 
account of marketing conditions.” 

In addition to these physical surpluses 
that are not marketed, there are other sup- 
plies which, though sold, have the effect of 
reducing agricultural prices and income to 
levels that will not allow producers to recover 
normal costs. Such a condition may exist for 
varying periods of time, and may be the 
result of temporary obstacles to orderly 
marketing, temporary or permanent produc- 
tive overcapacity, or more fundamental in- 
stitutional factors, such as the nature of the 


marketing organization, the degree of com- 
petition, or, more importantly, the level and 
distribution of consumer income. 


NutRiTIoNAL Dericits AND AGRICULTURAL 
SURPLUSES 


Although much remains to be known about 
nutritional deficits among various segments 
of the population of the United States, there 
is a fairly substantial body of knowledge to 
indicate that the problem is of national pro- 
portions. Possibly as many as 22 percent of 
our American children were suffering from 
some form of malnutrition before 1924.1 

Dr. Stiebeling has recently brought to- 


gether other evidence of nutritional deficits :? 
Dr. Sebrell of the U. S. Public Health Service esti- 
mates that there were 100,000 cases of pellagra in 
1937. Doctors in many parts of the country, report 
occasional cases of other deficiency diseases. Among 
these are nutritional nightblindness, because of 
insufficient vitamin A; beriberi, which follows a 
severe shortage of vitamin B,; scurvy, caused by the 
lack of sufficient vitamin C; nutritional edema 
subsequent to insufficient quantity of protein of good 
quality, and nutritional anemia, reflecting shortage 
of iron in available form. Recently a new deficiency 
disease, ariboflavinosis, following a shortage of 
riboflavin (a part of the vitamin B complex) has been 
identified. Besides there still is rickets among too 
many children, and almost everywhere dental caries, 
which in part at least is a nutritional problem. 
Chronic cases of pellagra, scurvy, and other 
deficiency diseases, may not be severe enough to 
cause death, perhaps not even severe enough to keep 
the patient in bed; nevertheless they are a definite 


1 LEAGUE OF NATIONS, MIXED COMMITTEE ON THE RELATION OF 
NUTRITION TO HEALTH, AGRICULTURE, AND ECONOMIC POLICY. 
FINAL REPORT. Pt. III, ch. 7. Geneva. 1937; Wells, O. V. AGRI- 
CULTURAL SURPLUSES AND NUTRITIONAL DEFICITS: A STATEMENT OF 
THE PROBLEM AND SOME FACTORS AFFECTING ITS SOLUTION. Jour. 
Farm Econ. 22: 317-323. 1940; UNITED STATES DEPARTMENT OF 
AGRICULTURE. FOOD AND LIFE. U.S. Dept. Agr. Yearbook 1939: 
97-402, illus. 

2 STIEBELING, HAZEL K. AGRICULTURAL SURPLUSES. DISCUSSION. 
Jour. Farm Econ. 22: 337-339. 1940. 
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liability to working efficiency, they lower the body’s 
resistance to infection and they reduce human 
happiness to a low ebb. 

* * * * * 
Food is but one of many factors affecting human 
well-being and its good or ill effects are often par- 
tially overshadowed by other circumstances. Never- 
theless there probably is a connection between the 
various sets of facts. We know that food is the 
stuff out of which bodies are built, and it is generally 
accepted that natural resistance to disease—not 
resistance acquired—is dependent upon and varies 
with the nutritional state of the body. It may well 
be that for every person with an outright deficiency 
disease, there are scores, perhaps hundreds, that 
are not as fit physically as they should be, and do 
not have as much natural resistance to disease as 
they might have, because of poor diet. 

* * * * * 

There is, however, a positive side as well as a 
negative one to this matter of nutrition—good 
nutrition can improve the average, just as poor 
nutrition lowers the average level of living. 

Long-time studies with small animals in which 
heredity and environmental factors can be con- 
trolled, demonstrate not only that defective diets 
lead to early signs of senility, other signs of poor 
health, or deformities; they also demonstrate that 
careful attention to all the now known principles of 
nutrition can lead to excellent vigor and vitality at 
all stages of development. Indeed, Sherman and 
his coworkers have found that diets already adequate 
to support a fully average level of nutrition and 
health, can be measurably improved to the benefit 
of the body. They estimate that by applying our 
present knowledge of nutrition to human life, a life 
span averaging 70 years could probably be increased 
to an average of 77, without further discoveries in 
this field. While longevity is not to be desired 
unless it can be accompanied by a high level of vigor, 
a prolongation of the prime of life, to this also 
better-than-average nutrition can contribute. Care- 
fully controlled investigations indicate that increased 
physical efficiency, greater natural resistance to 
disease, and a prolongation of the prime of life with 
a higher level of vitality at every stage of develop- 
ment would follow a general application of our 
newer knowledge of nutrition. 


The recent studies of consumer income 
and consumer expenditure carried out by 
the Bureau of Labor Statistics, the Bureau 
of Home Economics, and the Works Progress 
Administration, with the collaboration of 
the National Resources Committee, direct 
attention to the disparities in food expen- 
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ditures and quantities of food secured by 
various income groups in the United States.’ 
Thus, it was shown that more than 4 million 
families in the United States had annual 
incomes under $500 in 1935-36. Their 
weekly expenditures for food were slightly 
more than $1 per person per week, or about 
5 cents per person per meal. Even after 
going into debt, the low-income groups spent 
about $1.10 per person per week for food; 
those receiving incomes of $1,000 to $1,500 
per year spent $2.18, and those receiving 
$3,000 to $5,000 per year spent $3.71 per 
week (fig. 1). 

Preliminary studies indicate thatin 1935-36 
families receiving under $500 per year made 
up 8 percent of all nonfarm, nonrelief 
families. They provided about 4 percent 
of the market ‘* (in terms of pounds) for 
butter, 5 percent for eggs, 3 to 4 percent 
for such vegetables as tomatoes and peas, and 
5 to 9 percent for cabbage, onions, and dry 
beans. These families consumed about 2 
percent of the oranges, 1 percent of the 
erapefruit, and 2 percent of the apples, 
according to this study. 

Dietary studies indicate that the chief 
differences between good and poor diets are 
in the protein, calcium, iron, and vitamin 
(A, B, riboflavin, and ascorbic acid) content 
of the foods included in the diet. Dairy 
products, eggs, vegetables, and fruits are 
particularly good sources of these elements. 
Moreover, consumption of these products 
expands very rapidly as food expenditures 
increase. The Food Stamp Plan seeks to 
stimulate consumption among the lowest 
income groups in the United States. 


SurpLusses, NutTrRITION, AND AGRICULTURAL 
Po.uicy 


The existence of surpluses and the recog- 
nition of the possibilities of real expansion 
in consumption may suggest a number of 

3 See especially U. S. NaTIONAL RESOURCES COMMITTEE. CON- 
SUMER EXPENDITURES IN THE UNITED STATES, ESTIMATES FOR 


1935-36. 195 pp. Washington, D.C. 1939. 
4 That is, of the nonfarm, nonrelief market. 
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Figure 1.—Relation between income and weekly per capita expenditure for food by families in the United 
States, 1935-36. Average expenditures of families in the successive income groups are plotted against 


their average incomes, indicated along the bottom of the chart. 


(Compiled by the Economic Analysis 


Section, Surplus Marketing Administration, from the study of consumer purchases in 1935-36 by the 
Bureau of Labor Statistics and the Bureau of Home Economics with the collaboration of the National 


Resources Committee.) 


alternative possibilities. Conceivably, the 
Federal Government might take no action. 
But assuming that some action is considered 
desirable, there are several forms which it 
might take. 

A substantial increase in national income, 
particularly if a larger proportion of the 
increase goes to low-income families, is 
probably the most effective solution of the 
agricultural as well as the nutritional prob- 
lem. This is simply another way of saying 
that most of our economic problems do not 
exist when all of the economic groups are 
relatively prosperous. It also means that 
agriculture has a very direct interest in 
approaches to improved economic stability 
which, at short sight, do not appear to be 
agricultural. 

Agriculture has its one-third of the ‘‘ill- 
housed, ill-clad, ill-nourished.”’ Within 


limits, one of the methods of meeting the 
surplus problem for one commodity or com- 
modity group, which will also help to meet 
dietary problems of the farm population, is 
to encourage more production of protective 
foods among these groups for their own con- 
sumption. There appear to be rather large 
possibilities for agriculture in the South,® as 
well as in other areas, in this direction. The 
Farm Security Administration has developed 
a program of this type in various parts of the 
country. 

Export subsidies were considered a major 
possibility for attacking agricultural prob- 
lems during the 1920’s. These may be 
necessary and practicable for some com- 
modities. Expansion of the domestic mar- 


5 See STEANSON, OscAR, and LANGSFORD, E. L. ¥OOD, FEED, 
AND SOUTHERN FARMS; A STUDY OF PRODUCTION IN RELATION TO 
FARM NEEDSINTHE SOUTH. 25pp. Bur. Agr. Econ. (Farm Mangt. 
Rpt. 1). 1939. [Processed.] 
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ket is a practical approach for many other 
products. Especially since 1932, agricul- 
tural policy has been broadened to include 
specific programs to increase domestic con- 
sumption of our surpluses. Among the 
major previous Federal efforts was the dis- 
position of about 95 million bushels of wheat 
and 850 thousand bales of cotton, during 
1932 and early 1933, which had been accumu- 
lated by the Federal Farm Board in its price- 
stabilization program. These supplies were 
donated to the American Red Cross, which 
was the only agency available for a national 
program of disposition of supplies to needy 
people. The Red Cross secured processed 
commodities by paying for the processing 
with a part of the raw material. 

With the passage of farm-relief legislation 
early in 1933, disposition of surplus com- 
modities through relief channels was con- 
siderably expanded. Though overshadowed 
in public notice by adjustment provisions of 
farm programs, donations of surpluses to 
needy people began on a large scale. 

One of the least-known circumstances of 
the experience of 1933 is the fact that the 
edible portions of the hogs purchased in the 
hog campaign were processed into salt pork 
and byproducts. About 100 million pounds 
of salt pork were distributed to needy people 
by December 1933 as a result of the emer- 
gency purchases. During 1934 and 1936 a 
major drought-relief program involved the 
salvage of cattle, sheep, and goats for human 
consumption. 

Since August 1935 activities have been 
carried on primarily under legislation which 
annually makes available to the Secretary of 
Agriculture a sum of money equal to 30 per- 
cent of the customs revenues. This may be 
used to encourage domestic consumption of 
agricultural commodities and the develop- 
ment of new uses for them, or to divert 
these commodities into export channels, 
byproducts, and low-price outlets. Addi- 
tional funds have been made available for 
surplus purchases during the current fiscal 
year (1940). During the year ended June 
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30, 1939, the Surplus Marketing Adminis- 
tration purchased about 40 agricultural 
commodities at a cost of about 67 million 
dollars. These were donated to State wel- 
fare agencies for relief distribution. About 
3 million families, or nearly 11 million needy 
persons, received about 2 billion pounds of 
foodstuffs as a result of the 1938-39 programs. 
The Direct Purchase and Distribution Pro- 
grams are continuing. 

A substantial outlet for farm surpluses is 
being developed in a rapidly expanding pro- 
gram to provide free school lunches to needy 
children. This program was started by the 
Surplus Marketing Administration in 1938. 
During 1938-39, as many as 900,000 school 
children in 14,000 schools received free 
school lunches, made up in part from the 
donated surplus products. By the end of 
the 1939-40 school year, about 2.5 million 
school children had participated. For the 
current year, a considerable expansion of 
this program is contemplated. 

In addition to these activities to encourage 
domestic consumption, there have been a 
number of other relatively new or small-scale 
developments. Thus an effort has been made 
to increase the consumption of western pears 
in Southern and West Central States, where 
relatively small quantities of these pears had 
previously been sold. A subsidy payment 
was made on all shipments to these areas. 
The use of Puerto Rican coffee in the United 
States was encouraged by paying a subsidy 
on shipments to the mainland. Provision of 
low-priced milk for relief families is being en- 
couraged through the establishment of a 
special price for milk for relief purposes in 
milk-marketing agreements, reduced charges 
for processing and distribution, and a direct 
Government subsidy. 

The importance of expanding the domes- 
tic market for the agricultural products of 
this country has become more strikingly 
evident as the effects of war in Europe have 
become clearer. On an average, before this 
war about 45 percent of the prune crop was 
exported. About 30 percent of the raisin 


crop was sold abroad. About 45 percent of 
the winter pear crop was exported, and 10 
percent of the apple crop. Approximately 
30 percent of the lard production was ex- 
ported and 50 percent of the cotton crop. 
With the European developments the export 
sales for these and many other commodities 
have been greatly reduced, and the prospects 
for export sale under the older conditions 
of free international trade are extremely 
discouraging. 

‘The Food Stamp Plan is the newest ap- 
proach in the development of wider markets 
for agricultural commodities among needy 
people in this country. The principal ob- 
jective is to raise farmers’ incomes by increas- 
ing the demand for their products and to so 
use food surpluses as to improve the diet of 
undernourished families in this country. It 
seeks to achieve these objectives in a way 
that will receive general approval and con- 
tribute toward improved business conditions. 


MercHANICS OF OPERATION OF THE STAMP 
PLAN 


Underlying the Food Stamp Plan, there- 
fore, are the following premises: 

(1) Most of the relief families in the 
United States spend only 5 to 7 cents per 
person per meal for food—roughly, $1.00 to 
$1.50 per person per week. 

(2) This is considered insufficient for pro- 
curing an adequate diet. 

(3) The national welfare could be served 
by enabling these families to increase their 
food consumption. 

(4) If this is done, a substantial improve- 
ment would simultaneously be achieved in 
the market for farm products. 


BLUE AND ORANGE-COLORED STAMPS 


The plan operates essentially by supplying 
to such relief families an added food-pur- 
chasing power in the form of free blue stamps, 
which they may spend in retail food establish- 
ments for any of a list of surplus foods. But 
it is desirable in many cases to safeguard this 
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subsidy against the possibility that families 
may substitute blue-stamp purchases for 
normal expenditures, thus in effect diverting 
funds intended to be spent for food into 
nonfood purchases. Various experiments 
have been undertaken in this regard in order 
to provide administrators with a variety of 
possible approaches. 

In Rochester, the first ‘stamp plan city,’ 
families of relief clients, W. P. A. workers, 
and others certified by relief agencies have 
been allowed to participate in the plan only 
when they bought orange stamps to the 
amount of at least $1° per week for each 
family member. (Families wishing to do so 
are permitted to buy as much as $1.50 worth 
of orange-colored stamps per person per 
week.) These orange stamps can be used in 
place of cash in buying any type of food. 
With each purchase of orange stamps, the 
family is given blue stamps in the amount 
of half the value of the orange stamps pur- 
chased. The object of the orange-stamp 
requirement is to assure that the family will 
maintain food expenditures out of its own 
pocket at the average normal rate, so that 
the blue stamps will really represent an 
increase in its food purchases. 

In Birmingham, the experiment has been 
made of issuing blue stamps without requiring 
the purchase of orange stamps. Here, except 
in the case of W. P. A. workers, public-relief 
grants have been small, and it was at first 
believed to be neither possible nor necessary 
to impose such a requirement on relief 
families. Although W. P. A. families re- 
ceived sufficient cash income to enable them 
to buy orange stamps, the requirement was 
omitted in their case also, in order to provide 
complete economic and administrative ex- 
perience with this mode of operation. Some 
persons interested in the program believed 
that it was not necessaary to safeguard 
normal expenditures through the use of 
orange stamps, and Birmingham has been a 
test area for this thesis. Experience there 


6 More accurately, 93 cents per person per week, since the require- 
ment is based on $4 per person per month. 
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has indicated that some safeguard is desir- 
able, however, to assure increased food 
consumption through the plan. 

In other cities, operation of the plan has 
varied according to the relief assistance 
granted. When food vouchers are issued to 
relief clients, the use of orange stamps is 
obviously unnecessary, since these vouchers 
automatically assure maintenance of normal 
food expenditures. In some such cities, 
welfare agencies now issue orange stamps in 
the place of food vouchers. Recipients of 
general relief in the form of cash, where their 
grants are small, may likewise be given blue 
stamps without having to buy orange stamps. 
All other public-assistance cases, however, 
are usually required to buy orange stamps 
in order to participate in the plan.’ 


SELECTION OF CITIES 


Cities are selected for the program on the 
basis of cooperation by welfare and other 
public officials, banks, and trade groups. 
To obtain the plan, the cities must maintain 
a revolving fund to reimburse the Govern- 
ment for its payments of orange stamps 
presented. The cities, in turn, are reim- 
bursed from the proceeds of sales of orange 
stamps. The affected areas must provide 
facilities for certifying and issuing stamps 
to eligible persons who wish to participate. 
In addition, the designated area must sign 
a contract with the Surplus Marketing 
Administration by which the welfare officials 
agree not to reduce public-assistance grants 
because of the operation of the stamp plan. 
In this way, the Department of Agriculture 
seeks to be certain that the stamp plan will 
provide additional purchasing power and will 
not simply result in a substitution of stamp 
funds for the local public-assistance grants. 
The contract entered into also provides for 
the preparation of reports that may be 

7 The orange-stamp requirement is discussed in some detail on 
pp. 38-46. 

8In Rochester, for a number of reasons, including the desire to 
obtain full administrative experience, the Surplus Marketing Ad- 


ministration maintains stamp-disbursing offices. In all other areas, 
such offices are maintained by the local welfare department. 
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requested for the city or county area. 
Welfare agencies certify the eligible persons, 
but each eligible person has to decide whether 
he is willing to participate. 

SPENDING AND REDEMPTION OF STAMPS 


Stamps are issued in units of 25 cents. 
They may be used in any retail food estab- 
lishment that wishes to accept them. Use 
of the stamps for beer, wine, or tobacco is 
specifically prohibited. 

The blue stamps, which represent the 
contribution of the Federal Government in 
the program, may be used only for commodi- 
ties specifically designated by the Secretary 
of Agriculture. The commodity list has 
been changed from time to time in accord- 
ance with seasonal and other economic 
factors. The first list included butter, eggs, 
white and graham flour, corn meal, dried 
prunes, oranges, grapefruit, and dry beans. 
On July 16, 1939, oranges and grapefruit 
were dropped and rice, fresh peaches, cab- 
bage, peas, and tomatoes were added. 
Fresh pears were added on August 1. The 
commodity list was then unchanged until 
September 30, when peaches, cabbage, peas, 
tomatoes, and rice were dropped and raisins, 
apples, snap beans (for October), and lard 
were added. On December 15, oranges, 
grapefruit, pork, hominy grits, and rice were 
added. A number of additional changes 
were made in June and July 1940. 

Stamp-plan participants may select any 
of the eligible commodities in any stores 
within the designated area. They pay for 
these with the stamps, supplementing their 
purchases, if they wish, with the cash or 
grocery vouchers they receive. The retail 
merchant places the stamps on especially 
prepared cards, which may be used in the 
following ways: 

(1) He may pay his wholesalers with them. 

(2) He may take them to the banks for deposit or 
collection. ‘The banks in turn present them to the 
local office of the Surplus Marketing Administration 
for audit and payment. 

(3) He may take them directly to the office of the 


Surplus Marketing Administration for audit and 
payment. 


At first, most of the stamps were offered to 
the banks for collection. With the encour- 
agement of the Surplus Marketing Adminis- 
tration, however, an increasing volume of the 
stamps has been brought directly to its local 
offices for payment. Complete records are 
not yet available, but it now appears that 
banks will probably handle less than one-half 
of the redemptions and they will generally 
come from small, independent retailers. In 
Rochester, from December 16 to December 
30, 1939, only 13 percent of the stamps were 
redeemed through banks, and more recently 
the proportion declined to about 8 percent. 


THE LOW-INCOME PROGRAM 


In Shawnee, Okla., a program was begun 
in October 1939 in order to gain administra- 
tive and economic experience in establishing 
a special means for increasing purchases of 
surplus products by low-income groups who 
are not on relief. A program had already 
been in effect in the county area (since 
August 23, 1939) in which persons receiving 
public assistance were allowed to obtain blue 
stamps for purchases of surplus foods. 

Participation, of course, is on a purely 
voluntary basis The first step in the new 
program was to determine what family 
groups should be eligible. After considera- 
tion of available information it was concluded 
that the plan should be extended to families 
whose total income from all sources did not 
exceed $1,000 per year, or approximately 
$19.50 per week. General studies by the 
Bureau of Home Economics among nonrelief 
city families indicated that about 70 percent 
of the families with incomes under $1,000 
had diets classified as poor. It was believed 
that assistance to such low-income groups 
would be of material help in improving the 
diets of these people and in providing a 
wider market for agricultural surpluses. 
Consequently, it was decided that the pro- 


gram in Shawnee would be extended to these 
low-income families, after proper investi- 
gation and certification of the income of 
applicants. 

A Certifying Committee was selected, 
which included a representative of the Shaw- 
nee Chamber of Commerce, assisted for a 
short time by a technical assistant of the 
Bureau of Home Economics, as well as the 
local representative of the Surplus Marketing 
Administration, who acted in an ex officio 
capacity. All certifications were approved 
by the Surplus Marketing Administration. 

Weekly income was the controlling factor 
determining eligibility of applicants. A 
family was not certified if the weekly income 
exceeded $19.50 per week, but adjustments 
were permitted because of seasonal employ- 
ment, overtime work, or other unusual 
circumstances. In no instance was a family 
certified if the past 3 months’ income had 
exceeded $250. It was found desirable 
further to subdivide the low-income groups 
into those whose average weekly income was 
equivalent to $14.42 or less (that is, below 
$750 per year) and those with an average 
income of $14.42 to $19.50 per week. In the 
former case, it was required that orange- 
colored stamps should be bought at the 
minimum rate of $1 per week per person for 
each member of the family if the applicant 
wished to participate. For each $1 in orange 
stamps purchased, 50 cents in blue stamps, 
to be used for surplus commodities, were 
issued. It was provided that such families 
could purchase, if they wished, orange stamps 
up to $1.50 per person per week and receive 
in addition one-half of the value in blue 
stamps. For families with more than $14.42 
per week and up to $19.50 per week in total 
income, participation was based on the pur- 
chase of $1.50 in orange stamps per person 
per week for the issuance of 75 cents in blue 
stamps. In no event was any family 
required to spend over 40 percent of its 
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income for orange stamps in order to par- 
ticipate. 

Sale of the stamps to the low-income 
groups is accomplished by local banks, which 
contribute their facilities to the program. 
Thus it is possible for an applicant who has 
been properly certified to go to a bank office 
and make his purchases of stamps. 


EXPANSION OF PROGRAM TO DaTE 


By June 30, 1940, the Food Stamp Plan 
had been announced for approximately 123 
cities and county areas throughout the 
country. Operations had actually begun in 
83 of these. As indicated in table 1, during 
June 1940 approximately 1,500,000 persons 
participated in the 83 areas. These people 
received about 3.2 million dollars in blue 
stamps during that month. From May 16, 
1939, to June 30, 1940, the total expenditure 
for blue stamps amounted to $16,538,000. 


Taste 1.—Total value of blue stamps issued, number 
of people participating in the Food Stamp Plan, 
and number of cities in operation, by months, May 
1939 through June 1940 











Total value ee People Areas in 
Months of blue ota partici- opera- 
stamps stamps pating tion 
1989 
Dollars Dollars Number | Number 
Moy lene ese ees 22, 473 22, 473 20, 958 1 
Jun6..2 ee 101, 848 124, 321 50, 985 2 
tally eee 158, 455 282, 776 75, 668 3 
AUgUSt:s- seem eee 285, 413 568, 189 136, 486 6 
September_________ 334, 944 903, 133 156, 339 6 
October22=- =e 371, 203 | 1, 274, 336 173, 878 8 
November-.-_------ 481,148 | 1,755, 484 220, 648 14 
December--__-_----- 833,956 | 2, 589, 440 398, 853 19 
1940 
Januarys=. se aes 1,176,843 | 3, 766, 283 569, 214 30 
February... = 1, 745, 367 | 5, 511, 650 852, 857 38 
March s=—5-==aae 2, 210, 602 7, 722, 252 1, 066, 851 53 
Aprile eee 2, 667,051 | 10, 389,303 | 1, 277, 282 62 
May see ae eae 2, 986, 686 | 13, 375,989 | 1, 393, 324 71 
Junese cose eee eee 3, 161, 982 | 16, 537, 971 1, 488, 532 83 
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Theory and Principles of the Food Stamp Plan 


If we are to reach any clear and objective 
decision as to the merits or demerits of the 
Food Stamp Plan, we shall need three things: 
(1) A statement of the purposes of the plan, 
(2) an understanding of the principles under- 
lying its operation, and (3) observation and 
study of the plan in actual operation in order 
both to check our reasoning about its prin- 
ciples and to provide a basis for quantitative 
estimates of how much it has accomplished 
and how much it might accomplish if modi- 
fied or extended. This part of this report 
outlines the theory and principles of the plan 
and relates them to its objectives. 


OBJECTIVES 


It was shown in the preceding section that 
price-depressing farm surpluses are coexist- 
ent with a situation in which millions of 
American consumers are receiving inadequate 
diets. The purpose of the Food Stamp Plan, 
as well as other methods of domestic-surplus 
disposal, is to raise farm income and at the 
same time to improve the dietary standards 
of low-income consumers. That these two 
objectives are not inconsistent with each 
other and that increased farm production 
can lead to increased farm income if steps 
are taken to put a larger part of the supply 
in the hands of low-income consumers will be 
shown here. 

The stamp plan offers the further possi- 
bility of providing low-income consumers 
with a reasonable degree of latitude in the 
selection of their foods, and, at the same 
time, of seeking to direct their purchases to 
those foods in which their diets are most de- 
ficient or of which the surplus is greatest. 
In this respect it occupies a position midway 


between a cash subsidy to low-income fam- 
ilies (only a part of which would be reflected 
in increased food expenditures) and a more 
regimented surplus-disposal system under 
which they would be given foods of whatever 
kind and quantity the Government chose to 
distribute. In the long run, a program that 
allows consumers some degree of free choice 
is most likely to encourage increases in the 
production of those foods that they want and 
need most and to discourage the production 
of commodities for which there are chronic 
surpluses. 

Another feature of the stamp plan is that 
it seeks to utilize existing marketing channels 
for the handling of surpluses. In so doing, 
it adds to the volume of business done in 
these channels, with whatever effect this 
may have on the well-being of those engaged 
or employed in the food industries. 

In the course of this report, the operations 
of the stamp plan will be analyzed in terms 
of these objectives. It must be recognized, 
however, that so long as the plan is operat- 
ing on a small, experimental scale, its effect 
on farm prices and income is not measurable, 
although a basis is provided for gaging its 
ultimate possibilities in this regard. But be- 
fore this can be done, it is necessary to under- 
stand the fundamental economic principles 
involved in the Food Stamp Plan and the 
way they are likely to work themselves out 
in the market. 


DIFFERENCES IN DEMAND ELASTICITY FOR 
DirrEReNntT INCOME GROUPS 


The consumer demand for many food prod- 
ucts—and possibly the composite demand for 
foods as a whole—is inelastic in the sense 
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that consumers will spend more total money 
for a small supply than for a large one.? As 
marketing costs are relatively inflexible, the 
demand for agricultural products in terms of 
the price received by the farmer is even more 
inelastic than the consumer demand. One 
obvious way to raise the farmers’ income, 
then, would be to reduce the quantity of 
foods produced or sold. 

It is not so obvious, but is nevertheless 
true, that farm income might be raised by 
maintaining or even by increasing produc- 
tion, provided steps are taken to divide the 
supply differently between different groups 
of consumers. The explanation of this seem- 
ing paradox is that consumers react differ- 
ently to changes in price, depending mainly 
upon their incomes. 

Generally speaking, it is probably true 
that people whose incomes are low tend to 
decrease their food purchases more sharply 
when prices are raised than high-income con- 
sumers, and vice versa. In other words, 
people who can afford to do so will tend to 
maintain their volume of purchases regard- 
less of the price and in so doing may spend 
more total money for a smaller quantity than 
for a larger one. Low-income consumers, on 
the other hand, are more likely to decrease 
their total expenditure for a commodity when 
the price is increased, and in the case of 
some commodities may not buy any until the 
price is brought within their reach. 

The foregoing principle can perhaps be 
made clearer by recourse to figure 2. The 
line marked ‘‘low-income group” shows how 
much might be taken at various prices by 
families with limited incomes—the group 
whose diets are commonly inadequate. The 
demand of the more fortunate group of con- 

9 Asthe terms “elastic” and “‘inelastic’’ demand are used frequently 
throughout this report, it is essential that the reader understand their 
Meaning. Elasticity of demand indicates consumers’ responsive- 
ness to changes in price. When the price of acommodity falls, people 
tend to buy more of it, but how much more depends on the elasti- 
city of their demand. If, when the price falls, they increase their 
purchases so much that their total expenditure is greater than before, 
their demand is said to be elastic; but if their expenditure is less, 
demand is inelastic. Conversely, when the price is increased, total 


expenditure will be reduced when the demand is elastic and increased 
when it is inelastic. 
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sumers is described by the line ‘‘medium- 
and high-income consumers,” and the quan- 
tities taken by both groups are added to- 
gether to make the ‘total demand” at the 
right of the figure. 

This diagram shows what is likely to hap- 
pen to different groups of consumers when an 
effort is made to increase farm income by 
reducing the supply. Reducing the total 
quantity from OQ to OQ’ will increase the 
price, and if the total market demand is 
inelastic, farm income will also be increased. 
The effect of this reduction is felt, of course, 
by all consumers, in terms of both higher 
prices and reduced supplies. But the bur- 
den of this reduction will fall most heavily 
on low-income people, or those whose diets 
are already most deficient. (Their consump- 
tion is reduced from q to q’i, a relatively high 
percentage decrease, whereas that of the up- 
per income groups is reduced only slightly— 
from q_ to qg’2.) The result is likely to be a 
greater aggravation of malnutrition than is 
indicated by the actual reduction in the total 
supply because most of this reduction is 
borne by low-income people. 

The diagram also suggests a way by which 
farm incomes could be increased with little 
or no reduction in total food supply. As 
the demand of medium- and high-income 
consumers is probably inelastic, their food 
expenditures probably increase as prices rise, 
though the quantity they consume is re- 
duced only slightly. But this is less true 
of the low-income consumers, whose demand 
is not so inelastic. Because of this situation, 
the income of farmers could be raised by 
lowering the price of food to low-income 
families and raising it to high-income fami- 
lies. The effect of this would be to induce 
the more fortunate portion of the population 
to spend more money for their food without 
at the same time reducing the total food 
expenditure of low-income families. The 
same principle would apply even if the de- 
mand of high-income consumers were elastic, 
provided that of low-income consumers were 
more elastic. 
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Figure 2.—Composits ConsuMER DEMAND FoR Foop.—The curve at the left indicates the quantity demanded 


by low-income consumers at various prices; the curve in the middle indicates similar quantities for 
medium- and high-income consumers; that at the right is the sum of these two components—the total 
consumer demand for food. 

Hence, if quantity OQ is supplied, it will sell for price OP, the low-income consumers buying the 
quantity Oq,, the medium- and high-income group, Oq. 

If total supply were reduced to OQ’ it could command a higher price, OP’; and if total consumer 
demand is inelastic, as we suppose, the total consumer expenditure for food would be greater than with 
the larger supply (OQ’XOP’ greater than OQXOP). At the higher price, medium- and high-income 
consumers would reduce their food consumption from Oq to Oq’:,—a small percentage decrease; but 
low-income consumption would fall from Oq; to Oq’;, a much larger percentage decrease. The burden 


of reduced supply would thus bear most heavily upon the low-income group. 


PRINCIPLES UNDERLYING THE EFFECT OF 
THE STAMP PLAN ON Farm INCOME 


The stamp plan does not directly reduce 
prices to low-income consumers. But it has 
a similar effect in that it gives them addi- 
tional food purchasing power—in the form of 
blue stamps—which enables them to buy a 
larger proportion of the total food supply. 
Thus the food expenditure of participating 
families is increased. At the same time, the 
medium- and high-income families who do 
not participate will pay more for their share 
of the total food supply, assuming that their 
demand is inelastic. It is this increase in 
the combined food expenditure of both 
groups, rather than the amount of the sub- 


sidy as such, which is important in deter- 
mining the increase in farm income resulting 
from the plan. If there are no changes in 
unit marketing charges, and no changes in 
the total marketing bill resulting from 
changes in the total supply marketed, then 
all of this increase in consumer food expend- 
iture will be reflected in growers’ incomes. 
The effect of the stamp plan on total 
expenditures for food will depend primarily 
on: (1) The amount of the blue-stamp sub- 
sidy; (2) the extent to which the blue stamps 
represent a net addition to the preplan food 
expenditures of the participants; and (3) the 
elasticity of the demand of medium- and high- 
income consumers who do not participate in 
the plan. Obviously, the effects of the plan 
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depend first of all on the amount of money 
put into it. But it is possible that food ex- 
penditures may be increased by more than 
the amount of the blue-stamp subsidy, 
depending on the second and third factors 
listed above. 

The relationship of these three factors to 
each other and the way they affect food ex- 
penditures under the stamp plan are illus- 
trated by figure 3. This differs from figure 
2 in that the demand curve for the low- 
income group has been reversed; that is, q1, 


BRICE 








indicating the quantity bought by this group, 
is measured from right to left, while the 
quantity bought by other groups is measured, 
as usual, from left to right. In the absence 
of the stamp plan, low-income consumers 
will get that part of the total supply indi- 
cated by gq, and other consumers that 
indicated by gq. The price will be equal to 
QP, the total expenditures of low-income 
consumers will be measured by the rectangle 
A, and of all other consumers by the com- 
bined rectangles B+C. 
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Figure 3.—Errect or INCREASING THE Foop-PurRcHASING PowER oF Low-INcomEs ConsuMmERS, ASSUMING 


A Frxep Totat Foop Suppity.—OQ here represents the fixed quantity of food to be marketed. Preplan 
demand of nonparticipants in the stamp plan is measured from the left-hand axis, that of participants 
from the right-hand axis. The intersection of these two demand curves thus determines the price (OP) 
at which the total supply can be sold. At this price, participants will buy quantity q:, nonparticipants, qo. 
Expenditure of participants is thus represented by rectangle A (qi:XOP), that of nonparticipants by 
B+C (q@XOP). 

If the expenditure of participants is increased under the plan to an amount equal to A+ C+D, then 
the price level will be bid up to P’, with participants obtaining quantity gq’; and consumption of nonpar- 
ticipants being reduced to q’2. The expenditure of nonparticipants is thus changed from B+C to B+, 
while total consumer expenditure is increased by H+ D as a result of the price rise. 

If the demand of nonparticipants is inelastic, their total food expenditure must increase as the price 
rises; that is, H must be greater than C. Therefore, H+ D, the increase in total consumer expenditure, 
must be greater than C+ D, the increase in participants’ expenditure. If we assume that the participants 
do not decrease their own out-of-pocket allowance for food (equal to A before the plan), the increase in 
their expenditure under the plan must be at least as great as the subsidy. Under these assumptions, 
therefore, total consumer food expenditure would increase by more than the amount of subsidy. 
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Now suppose that these low-income con- 
sumers receive a blue-stamp subsidy equal to 
50 percent of their former food expenditure, 
this being the ratio of blue to orange stamps. 
This increase in purchasing power enables 


them to bid part of the supply away from non- - 


participating families, with the result that 
the average level of food prices is bid up. On 
the diagram, the new level of expenditure of 
the participating group of consumers is repre- 
sented by C+D+A, C and D being the 
amount of the blue-stamp subsidy. The divi- 
sion of the supply between the two consumer 
groups has also been altered so that the low- 
income consumers get more than they former- 
ly did, and high-income consumers get less. 
(Compare q’; with q,, and q’, with q).° If 
the demand of the high-income consumers is 
inelastic, they will now be spending more 
money for their smaller share of the supply 
than they formerly spent for a larger share 
(B+-E is greater than B+(). 

Under the assumptions made in figure 3, 
the increase in the total expenditures for 
food is greater than the amount of the sub- 
sidy. (It will be recalled that C+D is the 
amount of the subsidy; and, since /'is greater 
than CO, the increase in consumer expenditures 
exceeds the amount of the subsidy.) 

This suggests a principle of considerable 
importance in the operation of the stamp 
plan. If the demand of nonparticipating 
consumers is inelastic, if the out-of-pocket 
food expenditures of the participating fam- 
ilies are maintained, and if the total market- 
ing bill is not increased, the benefits to 
farmers will exceed the amount of money 
expended by the Government for the blue- 
stamp subsidy. This excess of farm benefits 
over the amount of the subsidy comes, of 


10 It is assumed here that the total supply of food marketed is not 
affected by the stamp plan. Conceivably, the effect of the subsidy 
might be to increase the market supply as well as to change its dis- 
tribution between different groups of consumers. This would cer- 
tainly be the case where part of the supply produced would otherwise 
be left unharvested because of low prices (that is, where there is a 
physical surplus), or if the long-run effect of the plan were to raise 
farm prices sufficiently to call forth increased production. The prin- 
ciples governing such situations are somewhat different from those 
discussed here, and the modifications they introduce are discussed 
later (pp. 20 to 23). 


course, out of the pockets of nonpartici- 
pating consumers. The more inelastic their 
demand, the greater this excess is likely 
to be." 

It should also be noted that the elasticity 
of the demand for food on the part of non- 
participating families determines the divi- 
sion of the benefits of the plan as between 
farmers and low-income, participating fam- 
ilies. If the nonparticipants’ demand is 
very inelastic so that the quantity of food 
they buy is little affected by price changes, 
the effect of the plan will be mainly to raise 
prices. This will benefit farmers, but it will 
not greatly help low-income consumers be- 
cause even with their added purchasing 
power they will be unable to bid much of the 
available supply away from the medium- 
and high-income families. On the other 
hand, if the demand of the latter is only 
moderately inelastic, price rises and benefits 
to farmers will be smaller, but participants 
will be able to increase their food consump- 
tion considerably. Actually, benefits of the 
plan are shared, of course, by both farmers 
and low-income consumers; but in general 
the greater the benefits to one group, the 
smaller the benefits to the other. 


EFFECTS OF THE PLAN ON INCOMES FROM 
INDIVIDUAL COMMODITIES 


The foregoing discussion is in terms of the 
effect of the stamp plan on total expenditures 
for food. But an important feature of it is 
that the blue-stamp subsidy can be spent 
only for particular foods—those, specified on 
the surplus-commodity list. This device is 
intended to direct the major benefits of the 
plan to particular groups of producers. The 
effects of the plan, therefore, must be 
thought of in terms of individual commodities 


1 Tf, as has been suggested, the demand of high-income consumers 
is more inelastic than that of low-income people, the demand of non- 
participants will tend to be more inelastic as the proportion of par- 
ticipants in the plan is increased. From the farmers’ viewpoint, 
therefore, the plan should be operated on a scale that will permit 
participation by the largest possible proportion of the low-income 
families. Benefits to farmers per dollar of subsidy will thus tend to 
increase as the amount of the subsidy is increased. 
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as well as of foods and farm income as a 
whole. 

The effects for individual commodities can 
be illustrated in general by diagrams similar 
to figure 3, which relates to total foods. 
The rise in price of any individual surplus 
commodity will depend partly on the eager- 
ness of consumer participants to obtain 
more of it and on the resistance of nonpar- 
ticipants to reduction in their consumption 
of it—in other words, on the elasticities 
of demand for the commodity on the part of 
the two consumer groups. Also to be taken 
into account are: (1) The number and type 
of commodities on the surplus list which 
compete for the blue stamps; (2) marketing 
costs and margins; and (3) price and supply 
interrelationships between individual food 
products. Further discussion of these fac- 
tors is reserved to pages 47 to 53. 

It is possible also that for some commod- 
ities the plan may have the effect of leveling 
out seasonal variations in prices received by 
producers because of the strengthening of 
market demand at the time producers are 
marketing the bulk of their supplies. 


MAINTAINING THE Foop EXPENDITURES OF 
PARTICIPATING FAMILIES 


It has already been pointed out that if, 
as seems probable, the demand of non- 
participating consumers for food is inelastic, 
total consumer expenditures for food will 
tend to increase by more than the amount 
of the blue-stamp subsidy. But this con- 
clusion was based upon the simplifying 
assumption that participants in the plan 
maintained their own out-of-pocket expend- 
itures for food at the preplan level. To the 
extent that they fail to do this, the subsidy 
is “‘wasted” so far as its effect on farm in- 
comes is concerned. Participants are using 
the subsidy, in such a case, to increase their 
purchasing power for nonfood items. 

A distinctive feature of the stamp plan as 
a method of surplus disposal is the use of 
orange stamps as a safeguard against situa- 
tions of this kind, for it is intended that 
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participants be required to buy orange 
stamps in amounts equivalent to their pre- 
plan level of food expenditure before they 
are given any blue stamps, thus imsuring 
that the blue stamps will represent a net 
increase over their former food expenditures. 

It is to be remembered that the orange- 
stamp requirement has the further feature 
that additional blue stamps are given free 
if more than the minimum of orange stamps 
are purchased. Participants thus have an 
incentive not only to maintain their former 
food expenditures but actually to increase 
them. To the extent that they do this, the 
effect of the stamp plan is to increase farm 
income even more than is indicated in figure 
3. This diagram was drawn on the assump- 
tion that participants’ preplan food expend- 
itures, represented by the rectangle A, are 
exactly maintained; but if these out-of- 
pocket expenditures are not only maintained 
but even increased under the plan, then the 
benefits to farmers are correspondingly 
increased. It is equally true, of course, 
that if the expenditures are not maintained, 
then the benefits are smaller than those 
indicated. 

The orange-stamp requirement is dis- 
cussed on pages 38 to 46, where anal- 
ysis is made of the evidence so far avail- 
able as to the changes in participants’ out- 
of-pocket food expenditures which occur 
under present operating methods. It is 
important at this point only that the purpose 
and principle of the orange-stamp require- 
ment be clearly understood. 


Marxeting Marains IN RELATION TO THE 
Stamp PLAN 


In the discussion thus far, it has been 
assumed that marketing costs do not change 
as food prices increase under the stamp 
plan. If this were true, then farmers would 
get all the increase in consumer expenditures 
resulting from the plan, even in those cases 
where the costs of marketing represent a 
large percentage of the consumer’s dollar. 








WHEN THE TOTAL SUPPLY OF THE COMMODITY 
IS FIXED 


If the supply of a commodity is fixed and 
would be marketed through regular commer- 
cial channels in the absence of the stamp 
plan, then the immediate effect of the plan is 
to raise food prices by diverting part of the 
supply from one group of consumers to 
another. Since the quantity of food handled 
is the same as before, the total cost of moving 
it from farmer to consumer should not be 
greatly changed. Even though the farm 
price were only 10 or 15 percent of the retail 
price, the farmer would still receive all of the 
increase in consumer expenditures attribut- 
able to the stamp plan if marketing margins 
were not increased. 

Actually, the situation is not quite so 
simple as this. The subsidy is paid at the 
retail level, and before it reaches the farmer 
it must pass through the marketing system. 
The greater the number of processing and 
marketing steps through which the com- 
modity passes and the less fluid the relation- 
ship between farm and retail prices, the less 
is the likelihood that the increase in con- 
sumer expenditures will be fully reflected in 
the farm price. 

With an increase in retail prices, which 
would result under conditions of fixed supply 
if the stamp plan were effective in increasing 
total consumer expenditures, some increase 
in marketing charges would normally be 
expected to occur. The relationship between 
changes in retail food prices and changes in 
marketing spreads has been studied by the 
Bureau of Agricultural Economics.” A rough 
generalization from these studies is that, 
when retail prices increase by a given per- 
centage, marketing margins increase by 
about one-third of that percentage. There- 
fore, if marketing margins take 60 percent 
of the consumer’s dollar, about one-fifth of 
an increase in consumer expenditures due to 


12 See BEEN, RICHARD O. JR., AND WAUGH, FREDERICK V., PRICE 
SPREADS BETWEEN THE FARMER AND THECONSUMER. 73pp. Bur. 
Agr.Econ. 1936. [Processed.] 


the rise in price is absorbed in the marketing 
system, four-fifths going to the farmer." 

It is possible, however, that under the 
stamp plan margins for the surplus commod- 
ities might not behave as they normally do 
and that decreases rather than increases in 
these margins might be obtained. Knowing 
that the Government and the farmers are 
anxious to move these commodities into con- 
sumption as rapidly as possible, food handlers 
might voluntarily tend to reduce their mar- 
gins on these commodities, although they do 
not as yet appear to have done so to a signifi- 
cant extent (see pages 59 to 62). It is 
also possible that changes might be made 
in the mechanics of the stamp plan so as to 
insure some reduction of margins. Several 
proposals in this direction are suggested on 
pages 62 to 63. 


WHEN SUPPLY IS INCREASED 


The conclusion just reached that most, if 
not all, of the increase in consumer expendi- 
ture would go to the farmers applies only 
when the total market supply is fixed. It 
does not apply when the effect of the plan 
is to increase the supply marketed, because 
this will also increase the total marketing 
bill. Such a situation might actually arise 
where the farm price is so low that part of 
the supply might be left unharvested (referred 
to hereafter as a physical surplus). In this 
case, the effect of the plan would be to in- 
crease the supply marketed rather than to 
raise prices significantly. And when this 
occurs, the farmer will receive on the add- 
tional part of the supply marketed only that 
part of the increase in consumer expendi- 
ture represented by his share of the consum- 
er’s dollar. 


13 For illustration: Suppose normal consumer food expenditures are 
15 billion dollars per year, of which 9 billion dollars represents trans- 
portation and marketing charges; and suppose that, because of rise 
in the price level, these expenditures are increased by 900 million 
dollars—6 percent. Marketing charges would be expected to increase 
by one-third of 6 percent, or 2 percent—an increase of 180 million dol- 
lars. The increase in farmers’ incomes would therefore be 720 million 
dollars, or four-fifths of the increase in consumer expenditures. (The 
apparent paradox in these figures is resolved if it is noted that, as a 
result of the price rise we have assumed, the ‘‘farmer’s share in the 
consumer’s dollar” is raised from 40 cents to about 42 cents.) 
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This is illustrated in figure 4, the same 
type of diagram as figure 3, except that in 
figure 4 the price to growers is so low that 
part of the supply would be left unharvested 
in the absence of the plan. At the price, 
P, necessary to cover harvesting and mar- 
keting costs, the high- and medium-income 
families buy a quantity qg2, the low-income 
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to sell a larger part of the supply at a price 
sufficient to cover harvesting costs. But it 
would not have the effect of raising the level 
of farm prices unless the amount of the 
subsidy were more than sufficient to remove 
all the physical surplus. 

Consequently, the farmer would receive 
only that part of the subsidy represented by 
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Figure 4.—PuysicaL SurpLus.—The preplan demand curves of participants and nonparticipants are drawn 
as in figure 3. Here, however, it is assumed that a retail price P must be obtained to cover the costs of 
harvesting and marketing the supply Q. At price P, participants would normally buy only quantity q, 
nonparticipants only q, leaving a quantity S unsold—a physical surplus. 

In this situation, a subsidy to participants which does not increase their demand for food beyond 
the position indicated by the dotted curve will merely enable them to buy the physical surplus; no price 


rise will be brought about. 


To cause a rise in price would require a subsidy large enough to raise their 


demand above the position indicated by the dotted curve. 
On the sale of the surplus, farmers will receive, of course, only their normal share of the retail price, 


since marketing costs for handling this extra supply will have to be covered. 


If the horizontal dotted 


line on the diagram is assumed to represent the farm price which corresponds to the retail price P, then 
the effect of the plan in enabling participants to buy all of the surplus will be to increase farmers’ gross 


income by the amount represented by the shaded area. 


The remainder of the increase in retail expend- 


iture will go for marketing costs (including processing and transportation). 


families a quantity equal to q, while the 
surplus, S, is left unsold on the farm. 

The effect of the blue-stamp subsidy in 
such a situation would be to enable persons 
receiving blue stamps to buy more of the 
supply at prices not greatly different from 
those prevailing in the absence of the plan. 
This would benefit low-income consumers, 
and it would help farmers by enabling them 


a2, 


the shaded area in figure 4. The remainder 
is absorbed by the marketing system and will 
vary according to the nature of the processing 
and marketing costs. For a commodity the 
marketing costs of which are high in relation 
to the retail price, the farmer will receive only 
a small part of the blue-stamp subsidy, and 
vice versa. 

This suggests several practical considera- 


tions to be kept in mind in the operation of 
the plan. First, where there is an unhar- 
vested or physical surplus of a commodity, 
the chief benefits of the plan will go to low- 
income consumers rather than to farmers. 
Only if the blue-stamp subsidy is large enough 
to raise the demand of low-income families to 
a point where prices are increased will farmers 
begin to receive substantial benefits from the 
plan. Second, marketing costs are a matter 
of considerable importance where there are 
physical surpluses because in this case only 
that part of the subsidy left after the deduc- 
tion of marketing costs will go to farmers. 


Lone-Run Errects on PRODUCTION AND 
CoNSUMPTION 


In the preceding sections, the stamp plan 
was discussed in terms of its effect in the 
short run, assuming a fixed supply to be 
marketed at any price over and above the 
minimum necessary to justify harvesting and 
marketing. It is of interest to discuss also 
what the long-run effects of the plan would 
be if it were continued over a number of 
years. 

If operated on a national scale and with 
substantial amounts of money appropriated 
for the blue-stamp subsidy, the plan should 
appreciably increase total consumer demand 
for food. If production is unregulated, it 
would be expected that the higher prices re- 
sulting from this increase in demand would 
call forth production increases. The long- 
run effect, therefore, would involve both 
higher prices to farmers and greater agricul- 
tural production than would otherwise have 
occurred. 

On the other hand, if production were ad- 
justed to some economic goal such as parity 
prices, the first effect would be to raise prices 
toward this goal. Once the goal had been 
achieved, however, it is possible that some 
production increase could be combined with 
maintenance of prices at parity. Here also, 
therefore, the long-run effect might well be a 
larger agricultural production as well as a 
higher price to farmers. In both cases, low- 


income consumers would benefit because they 
would get a larger share of the food supply. 

An extended and successful stamp plan, 
however, would not only affect the total 
quantity of food produced but also be likely 
to bring about shifts in production as be- 
tween different agricultural products. To 
the extent that the plan is effective in direct- 
ing the subsidy to the commodities declared 
to be surplus, the greatest incentive toward 
increased production would occur among the 
commodities on this list. This suggests that 
by careful choice of the commodities to be 
listed it might be possible to bring about 
shifts in production which would be desirable 
from a nutritional standpoint, or from any 
other standpoint—soil conservation, for in- 
stance. On the other hand, it would appear 
desirable to avoid using the list in such a way 
as to perpetuate chronic surpluses of com- 
modities not needed in the diets of low-in- 
come people. 

One safeguard against this is the fact that 
consumer preferences unavoidably come into 
play in deciding what commodities shall 
receive the greatest benefit under the plan. 
Even though a product is placed on the list, 
if it is one that ranks low in preference among 
consumers, they will minimize any increase 
in their purchases of it and devote most of 
their additional purchasing power to other 
items which they like better. And it will 
always be possible for them to devote some of 
their added buying power to commodities for 
which they have high preference even though 
these are not placed on the list. Consumer 
preference, therefore, properly plays an im- 
portant part in determining the commodities 
for which there will be the greatest increases 
in demand, and consequently the greatest 
incentives to increased production, in the 
long-run operation of the plan. 


CoMPARISON OF THE Stamp Puan WIrH 
Direct PuRCHASE AND DISTRIBUTION 


We have seen that the principles under- 
lying the stamp plan are such that it may be 
expected, in most cases, to increase farm 


23 


income by an amount comparable with the 
blue-stamp subsidy, and under certain con- 
ditions by more than this amount. It may 
be asked, however, whether the benefit to 
farmers might not be still greater if the same 
amount of money were used under the Direct 
Purchase and Distribution Program of the 
Surplus Marketing Administration. 

The answer to this question depends on (1) 
the quantity of food surpluses that can be 
purchased with a given amount of Federal 
funds and (2) the extent to which the foods 
thus purchased represent a net increase in the 
food consumption of participants. The 
quantity of foods that can be bought depends, 
of course, on the relative cost to the Govern- 
ment under the two methods, but this will 
not necessarily determine the effect on farm 
income. 

Under the Food Stamp Plan, the Federal 
subsidy is spent by the consumer in the retail 
store. Under the Direct Purchase and Dis- 
tribution Program, purchases are made by 
the Government at farm or wholesale points, 
and the commodities are shipped directly to 
State receiving points, where they are dis- 
distributed mainly with W. P. A. and local 
relief labor. The difference, therefore, be- 
tween the out-of-pocket commodity costs 
under the stamp plan and the direct purchase 
program will be roughly equal to the differ- 
ence between the retail price and the whole- 
sale landed cost in carload lots. For some 
commodities this cost difference may be as 
little as 15 percent and for others as much as 
45 percent. Margin studies indicate that for 
the commodities on the surplus list thus far 
the commodity costs under the Direct Pur- 
chase and Distribution Program will average 
about one-third less than under the Food 
Stamp Plan. 

But before drawing any conclusions from 
this as to the effect on farm income, it must 
be remembered that the net benefit to farm- 
ers under either system depends on the effect 
on total food sales. No matter how cheaply 
the direct distribution program might oper- 
ate, the farmer would gain nothing if the 
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free food distributed were merely substituted 
for food which the recipients would have 
bought in any event. The recipient would 
be helped by having more money to spend 
for nonfood items, but farm income will be 
raised only if expenditures for food are 
increased. 

Actually, of course, it is not probable that 
stamp-plan participants or recipients of free 
food under the direct distribution program 
would substitute all of the Federal subsidy 
for their normal food purchases. Both 
programs are almost certain to result in 
some increase in the food consumption of 
low-income participants. 

In some situations, the Direct Purchase 
and Distribution Program may be expected 
to increase farm income more than the 
Food Stamp Plan with any given amount of 
Federal funds. This would almost certainly 
be true where the program supplements the 
relief given in the form of grocery vouchers 
rather than cash, as it does in many cities. 
Under the voucher method of relief, the 
relief client receives an order from the local 
relief agency for a given quantity of food. 
We have seen that where this is the case, 
local relief agencies enter into an agreement 
with the Department of Agriculture not to 
reduce these grocery orders as a condition 
for receiving surplus food both under the 
Food Stamp Plan and under the Direct 
Purchase and Distribution Program. Clear- 
ly, then, there is no problem of substitution 
in such cases for either plan, since whatever 
quantities of food are obtainable with the 
Federal subsidy are in addition to the quan- 
tities that were formerly consumed. But 
because more food can be obtained with a 
given appropriation under direct purchase 
and distribution, this plan will tend to raise 
farm income more than the stamp plan for 
grocery-voucher-relief people. 

The Direct Purchase and Distribution 
Program may also be expected to raise farm 
income by more than the Food Stamp Plan 
where there is no orange-stamp requirement. 
In such cases, relief people are given the 


blue stamps without any requirement other 
than that these stamps shall be spent for 
designated surplus products. When this is 
done, the effect on the total food consump- 
tion of the recipients is probably not greatly 
different from what it would be if they were 
simply given the same amount in cash, or 
surplus commodities of equivalent value 
under direct distribution. But here again 
the latter program would have a greater 
effect on farm income than the stamp plan 
with any given amount of Federal funds, 
because more food could be purchased and 
distributed. Neither plan is altogether satis- 
factory from the farmer’s standpomt if no 
method is provided for maintaining the 
normal food expenditures of relief people. 

The distinctive feature of the Food Stamp 
Plan is that it seeks to maintain these ex- 
penditures by means of the orange-stamp 
requirement. When this feature is used, 
as it is for those receiving adequate cash 
relief and for W. P. A., it may be expected 
to increase farm income as much as the 
Direct Purchase and Distribution Program 
and possibly more. 

Suppose for illustration, that low-income 
families normally spend 800 million dollars 
a year for food and that they receive in ad- 
dition 400 million dollars in blue stamps. 
In a later part of this report it is estimated 
that at present approximately one-fourth of 
this subsidy is substituted for normal food 
expenditures. If so, their total food ex- 
penditure would be 1,100 million dollars 
under the Food Stamp Plan. 

Under the Direct Purchase and Distribu- 
tion Program the same Federal subsidy (400 
million dollars) would buy 600 million 
dollars’ worth of food at retail. If the degree 
of expenditure substitution were assumed to 
be the same as under the stamp plan (that is, 
one-fourth of the subsidy), then participants 
in the direct distribution program would be 
consuming 1,250 million dollars’ worth of 
food as compared with 1,100 million dollars’ 
worth under the stamp plan, with propor- 


tionately greater effect in raising farm income. 
But the degree of substitution under direct 
distribution would almost certainly be greater 
because this program has no device compara- 
ble with the orange-stamp requirement for 
maintaining former food expenditures. Since 
low-income people spend, on an average, 
about 40 to 45 percent of their income for 
food, a more reasonable assumption probably 
is that not more than this percentage of the 
food subsidy will represent a net increase in 
their food consumption. Going back to the 
example used, this would mean that with di- 
rect distribution they would be consuming 
food with a retail value of 1,040 to 1,070 
million dollars as compared with 1,100 million 
dollars under the stamp plan. There are 
some grounds for assuming that total food 
expenditures under the direct distribution 
program might be even less than this, since 
the proportion of the family budget spent for 
food tends to decrease as family income in- 
creases. It is clear, therefore, that in the 
type of case under discussion, the cost disad- 
vantage of the stamp plan is likely to be offset 
by its advantage in maintaining the food 
expenditures of participants by means of the 
orange-stamp requirement. 


To sum up, it may be said that if surplus 
disposal is confined to relief people who re- 
ceive grocery vouchers or to persons other- 
wise unable to buy orange stamps, the direct 
purchase and distribution program is likely 
to be more effective in raising farm income 
than the food stamp plan with any given 
amount of funds. But when the orange- 
stamp formula is used the advantage of the 
stamp plan in maintaining normal food ex- 
penditures of participants is likely to out- 
weigh its cost disadvantage from the stand- 
point of a farm-relief program. 


14 Assume that a relief family has an annual cash income of $500 per 
year, 45 percent (or $225) going for food. If this family were given 
$100 worth of free food, it would be the same as raising its income to 
$600. Buta family with this income might be expected to spend less 
than 45 percent of its income for food—say 43 percent, or $258. Then, 
with a food subsidy of $100, an increase of only $33 in food expenditure 
would be achieved. 
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Scope of the Food Stamp Plan: Relation to Total Food 


Sales and Consumer Participation 


As of June 30, 1940, the Food Stamp Plan 
was operating in 83 areas, and 40 others had 
been designated for its operation. The total 
cumulative value of the blue stamps issued 
in all cities up to July 1 was about $16,538,000, 
and the total number of people participating 
as of this date was approximately 1,500,000 
(table 1, p. 14). 

Begun on an experimental basis, the stamp 
plan, even on the present extended scale of 
operations, evidently is not yet a large factor 
in relation to national food sales or total 
population. More significant, however, is 
the relationship of the plan to food sales and 
numbers of people in the experimental cities. 
It is this which provides the best gage of what 
the plan would mean if operated on a national 
scale with the present stipulations as to par- 
ticipation and rate of subsidy. 


VALUE oF BLUE STAMPS IN RELATION TO 
TotaLt Foop Sates IN EXPERIMENTAL 
_ CITIES 


In five experimental cities, the value of the 
blue stamps has amounted to roughly 4 per- 
cent of total food sales (table 2). There is 
no way of ascertaining the exact percentage, 
and it will vary somewhat between cities, 
depending on the relief load—but so long as 
the stamp plan is applied only to relief people 
and present conditions of unemployment 
persist, the best estimate is that blue stamps 
will amount to somewhere between 3 and 7 
percent of total sales in the areas covered by 
its operation. 
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TaBLE 2.—Blue-stamp sales in experimental cities as 


a percentage of total food sales 





Ratio of blue-stamp sales 
to total sales in the sample 


stores 1 


Ratio of blue- 
stamp sales 
to total food 











sales as re- 

ee Stores in Stores in 1 eee 
high-income | low-income of Business? 

areas areas 

Percent Percent Percent 
Rochesters22------ 0. 49 7. 56 3. 85 
Dayton:22202<222se2-2 1,31 3.74 3. 02 
Birmingham------.___- 1. 58 6. 06 6. 49 
Sdattlozneees seen sseeee 1. 42 4.06 4.02 
Shawnee. 22es-eeeeee eas 1.45 9.755 25 eee 
DessM oines sa-s—seeeees . 25 5. 64 4. 56 


1 See appendix, p. 91, for a discussion of the make-up of this 
store sample. The sales ratios were calculated from bimonthly 
data for the period May 20-November 25, 1939, in Rochester, June 
12-September 23 in Dayton, August 5-December 2 in Birmingham, 
July 16-December 2 in Seattle, August 9-December 2 in Shawnee, 
and August 21-November 18 in Des Moines. 

1 Food sales as reported by the Census of Business include those of 
all grocery and combination stores and fruit stores and vegetable 
markets. These types of retail outlets account for most of the total 
food sales and are most comparable with those retail outlets now 
participating in the stamp plan. Food sales reported in the Census 
of Business for 1935 have been adjusted for changes in the price level. 


The basis for this estimate is shown in 
table 2, columns 2 and 3, which indicate the 
ratios of blue-stamp sales to total sales in a 
sample of stores, selected to be representative 
of both high-income and low-income areas. 
For stores in high-income areas the propor- 
tion is little more than 1 percent, although 
in stores where relief people do their trading 
the percentage may run as high as 10 percent, 
and even higher in some cases. The total 
value of blue stamps in relation to total 
grocery sales as reported by the Census of 
Business (column 4) is perhaps the best 


basis for estimation, and this indicates that 
blue-stamp sales are around 4 percent of 
total sales. 


NATURE AND EXTENT oF CONSUMER 
PARTICIPATION 


As consumer participation in the stamp 
plan thus far has been confined mainly to 
persons on relief and on the W. P. A. rolls 
(except in Shawnee, Okla., where all families 
whose annual income is less than $1,000 may 
participate), the extent of consumer partici- 
pation will depend on (1) the number of eligi- 
ble people on relief and (2) the proportion 
of these eligibles who choose to use the 
plan. 

The stamp plan is now available to from 
8 to 17 percent of the total population in the 
experimental cities, depending on the relief 
load (table 3). In Rochester for example, 
about 42,000 persons out of a total population 
of about 334,000 are eligible to participate. 
Of these 42,000 eligible persons, about 33,000 
were actually participating in October 1939. 
Expressed as a percentage of total popula- 
tion, participation in the stamp plan has 
been about 10 percent in Rochester; 
9 percent in Dayton; 6% percent in Seattle; 
14 percent in Birmingham and Des Moines; 
and 17 percent in Pottawatomie County, 
Okla. The relatively high percentage in 
Pottawatomie County is partly due to the 
fact that a small number of low-income 
families, as well as relief persons, partici- 
pated there. 

Experience in the experimental cities in- 
dicates that 75 to 80 percent of the eligible 
persons may be expected to participate in the 
stamp plan (table 4). The range of partici- 
pation in the six experimental cities as of 
October was from 72 percent of the eligibles 
in Seattle to 86 percent in Birmingham. 
Usually it takes 1 or 2 months after the plan 
is inaugurated in a city for the eligible people 
to familiarize themselves with it, but after 
this initial period is past the percentage of 
participation has tended to remain relatively 
constant. 


258592°—40—-3 


TasLe 3.—Total population, number of persons 
eligible, and number participating in the stamp 
plan, by stamp cities 

[May—October 1939} 





“. Persons eligi- | Persons par- 
Se ble under ticipating in 
City, total population, and month | St@mp plan | stamp plan 


Per- Per- 
Number i, Number ner 


Rochester (333,500): 


IMava(l6—3 1) mapa == aes e eee 48,485 | 14.5 | 20,812 6.2 

Dilticmeeee ere he eS 47,490 | 14.2 | 28,481 | 8.5 

STULL Vee te en ee Sed he ee 44,217 | 13.3 | 28, 581 8.6 

PAUOUSb am cnpetc ates cases eee se 41,770 | 12.5 | 29,996 9.0 

Septem Dersese oes e ne ete oe 40,950 | 12.3 | 31,353 9. 4 

OCOD et ate sate sera See eee 42,254 | 12.7 | 32, 737 9.8 
Dayton (206,600): 

DUNC (G-00) eeewene cacensenee eee. 21, 327 | 10.3 | 16, 267 7.9 

July eee secs nents sense oe eee 23,143 | 11.2 | 17, 554 8.5 

LUIS US a eer e econ san noe ee eee 22, 204 | 10.7 | 17, 321 8.4 

Septembers cee sassseence eens 22,520 | 10.9 | 19,115 9.3 

Octo betes sae ees a eee 22,921 | 11.1 | 18, 764 9,1 
Seattle (374,100): 

LAN GUSt oe oe hon nen ce oa ee Se see nee 28,813 | 7.7 | 22,028 5.9 

Septem bers: =. 22.25 sere ese eee 31,942 | 8.5 | 24, 486 6.5 

October ae ee eee 34,186 | 9.1 | 24,477 6.5 
Birmingham (273,300): 

PAD USG ete eee ee oe ee 43,771 | 16.0 | 37,460 | 13.7 

Septembereses se eee 43,909 | 16.1 |} 38,968 | 14.3 

October ee ee 45,555 | 16.7 | 39,300 | 14.4 
Pottawatomie County, Okla. 

(70,000): 

AU CUSte ere eee ee eee 8,489 | 12.1] 7,905] 11.3 

September.2-<- ee ee 12, 538 | 17.9 | 9,610] 13.7 

October eee ee ee, 14, 165 | 20.2 | 11, 793 16,8 
Des Moines (145,300): 

Septem berseees seen oo cee ee 23,476 | 16.2 | 20,188 | 13.9 

Octo bores arene ee ee 25, 164 | 17.3 | 20, 241 13.9 


It is evident from tables 3 and 4 that as 
long as the stamp plan is confined to relief 
people, not more than 15 percent of the total 
population would be reached even if the plan 
were extended to a national basis. At pres- 
ent levels of unemployment and with 75 
percent of the eligible relief people participat- 
ing, the plan would reach approximately 15 
million persons if it were operated on a 
national scale with participation restricted 
to persons on relief. If the stamp plan were 
applied in all cities and towns of 2,500 people 
and over and were extended to include all 
families with incomes under $1,000 per year, 
around 23 million persons would be expected 
to participate. If extended to rural areas 
on the same basis, this total would be in- 
creased to 35 or 40 million participants.’ 
~ 18 These estimates are based on computations from tables in the 
following publication: U.S. NATIONAL RESOURCES COMMITTEE. CON- 
SUMER INCOMES IN THE UNITED STATES: THEIR DISTRIBUTION IN 


1935-36. 104 pp. Washington, D. C. 1938. The figures have been 
adjusted for changes in the national income. 
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TABLE 4.—Percentages of total eligible persons par- 
lictpating in stamp plan, by type of relief case 
[May-October 1939] 

































Oity and type of relief 


Rochester: 
Old-age assistance. .___- 
Aid to children 1________ 
Aid to pinde===s eee 


Dayton: 
Old-age assistance... --|----_- 
Aid) to children tat aeee| 222. 
Ald toiblind2aes.ee sess =| oe == =e 
General relici22-.2 ee --| 22 





a a | a | 


Seattle: 
Old-age assistance. - 
Aid: toichildrentsssesees|=s2see | seeaee 
Ald toiblind= sossesvess jose ne |e 
Goneralireliefs ss 22 eeee Cascenl neue 


Birmingham: 
Old-age assistance... ....]------}------]------ 
Aid :toichildtenttsst Sos- = tena 2. |oneee a] see 
Aid ‘to blind Je 25 seen ea eae eee ee 
General relief 22- conse lene | ook [eee 





Pottawatomie Oounty, 
Okla.: 
Old-age assistance... ..._].---..]----..]--...- 
Aiditorehildren ees a ae oe eet eee | eee 
Aldito blind (oes eases ieee ee ee eee ee ; 
Gonerallreliefi2s see [aoe | eee | seen 


Des Moines: 
Old-age:assistancess = oc ease ne een ae eee eee | eee 
Aid to children ikeees se | eee eee nee eee 
Ald! to blind 222 Stee see | eek oe | Serene | seen | ee ee 





1 Dependent children. 
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VARIATION IN PARTICIPATION WITH TYPE OF 
RELIEF AND SIZE OF FAMILY 


Figure 5 and table 4 show the proportion of 
persons eligible and participating in the 
stamp plan in the experimental cities, by 
type of relief case. The various relief cate- 
gories include: (1) Old-age assistance, (2) aid 
to dependent children, (3) aid to the blind, 
(4) general relief, and (5) W. P. A. workers. 

General relief and W. P. A. workers are by 
far the most important categories in terms of 
numbers of people, accounting for 70 to 90 
percent of the persons eligible for and partici- 
pating in the stamp plan. Percentage partic- 
ipation in some of the Social Security groups 
(old-age assistance and aid to blind) is much 
lower in most cases than for general relief and 
W. P. A. workers. One reason is that many 
of the people in these categories do not main- 
tain their own households and therefore find 
it impossible to use blue stamps for the pur- 
chase of unprepared food. Even though 
people in these groups were given blue stamps, 
it is doubtful whether their food consumption 
would be proportionately increased if they 
were living with relatives or boarding out 
rather than maintaining their own house- 
holds. Recognizing this the Surplus Market- 
ing Administration has recently taken steps 
to require that participation be restricted to 
persons who have household facilities to 
utilize the commodities. 

It is also noteworthy (fig. 5) that in all the 
cities studied here except Birmingham, a 
higher percentage of the persons on general 
relief participated in the stamp plan than of 
W. P. A. workers. One explanation is that 
W. P. A. workers were usually required to 
buy orange-colored stamps, whereas most of 
the persons on general relief were simply 
given the blue stamps in addition to the 
grocery orders or cash relief provided them 
by State and local relief agencies. 


TYPE OF RELIEF PERCENT 
ce) 20 40 60 80 100 


OLD-AGE ASSISTANCE 
AID TO DEP. CHILDREN 


AID TO BLIND-~----- RRR ERR KI 
GENERAL RELIEF---- 
W.P.A.----------- 
TOTAL----------- 


DAYTON 
OLD-AGE ASSISTANCE 
AID TO DER CHILDREN 


AID TO BLIND----—- ALIN LGN | | 
IBV PSS) | SAR AAA AAAI ILL ILISSVISALSALIPSADANAADAG 
W.P.A.---------- 


NSAAAAAAAANAAAAAAAAAANANNNNAARANNNANAAAAANNNNNNNNNNNNNNNS 
TOTAL--~---+---- [rz : ie 





OLD-AGE ASSISTANCE 
AID TO DEP CHILDREN 


Carer 
o 


AID TO BLIND------- III II 
GENERAL RECIEF—=—=-- 
W. P. A- -=----------- SNAAAAAANARAAAAAAAAAAAAANNRNNNNNN 
TOTAL------------ Rie eee 














OLD-AGE ASSISTANCE [nance rrr ORC 


AID TO DEP. CHILDREN 

ALDMOIBIEIN Dao oa SKIKE K KN RK RK KR SKK RR KK XS 
- 4 ’ Oo + 

GENERAL RELIEF----- CELLED LL SOLED LILES LSID LSS LIAL LLG SLL LLLS SILLS SISAL SAL SSG 





AAS a ect BANANAS 


POTTAWATOMIE COUNTY 
OLD-AGE ASSISTANCE 
AID TO DEP. CHILDREN 


AID TO BLIND------- SOR || | 

GENERAL Riek Ee raa——— 
* W.P.A.------------ SSSA SSS SSS SSI SSS 

TOTAL------------ ea E S 





OLD-AGE ASSISTANCE 
AID TO DEP. CHILDREN 


AID TO BLIND------- BEXXXRES g OEE Sié| 
GENERAL RELIEF-- -- 
W.P.A,----------- 





BAE 36548 


Figure 5.—Percentages of total eligible persons participating in the Food Stamp Plan, by type of relief 
case, October 1939. (Based on table 4.) Participation among recipients of old-age assistance and aid 
to the blind is smaller in almost every city than that of other groups, probably because many people 
in these categories do not keep house. 
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Table 5 shows the percentages of eligible 
persons participating, by size of family and 
type of relief category. There is evidently 
some slackening of participation at both ends 
of the scale—for families under 3 persons and 
for families over 9 or 10 in number. The 
relatively low participation by 1- and 2-per- 
son families is probably explained by the fact 
that many of them, especially those in the 
Social Security categories, board with other 
families. 

For many of the larger families in the 
W. P. A. classification, the cash outlay re- 
quired for orange stamps seems to be greater 
than they are able to make in order to get 
the blue stamps. Evidence of this is the fact 
that there is no noticeable decrease in partici- 
pation with increases in family size in Bir- 
mingham and Pottawatomie County where 
no orange-stamp purchases are required. 
Recognition of this fact by the Surplus Mar- 
keting Administration resulted in an adjust- 


ment in the participation basis, so that at 
present no participant is required to spend 
more than 50 percent of his public-assistance 
grant for orange stamps. These adjustments 
generally apply to W. P. A. families of seven 
or more. 


PARTICIPATION UNDER THE STAMP PLAN 
COMPARED WITH DIRECT PURCHASE AND 
DISTRIBUTION 


It is difficult to compare directly the num- 
ber of persons participating under the stamp 
plan with the number formerly receiving 
commodities from the S. M. A. in the same 
cities. Some of the surplus commodities dis- 
tributed by the S. M. A. were received by 
nearly all relief people, whereas other com- 
modities were distributed to only part of 
them. Direct distribution of commodities 
was generally not made to W. P. A. families of 
five or less. Under the stamp plan such 
families are allowed to participate. 


Tasie 5.—Percentages of eligible persons participating in Food Stamp Plan, by size of family and type of relief 
case, October 1939 





Percent for size of family (persons) indicated 


City and type of relief 











































































































1 2 3 4 5 
Rochester: Percent | Percent | Percent | Percent | Percent 
Old-age assistance _____-__ 52.9 81.1 O10) eaeeee 
Aid to dependent chil- 

Gren fe sree ee ne eee | eee 73.6 70. 2 72.2 69.0 
‘Aid to Diind S2eeeseaeenee ST Oi ee eer aaa el) ae eee 
General relief____..._-.--- 57.3 70.6 77.9 82.8 87.5 
We PaAS ee eee 32.4 65.3 70.2 73.9 74.1 

Total 2222-2 ees-eeasee 54.0 69.8 75.3 79.7 83.1 

Dayton: 
Old-age assistance--_----- Le ree cine cate er ef eS era | ees | ge peu ee | 
Aid to dependent chil- 

Ofen 2-2 eee 44.4 100. 0 96. 7 95.5 90.0 
Aiditoblind aaesss= =e 50. 0 A050! ees ert ee a2 cee rt eer 
General relief__.--___.---- 91.0 83.1 86.3 83.5 94. 2 
WaPo Acceso secseeaee 47.4 Tat 76.0 75.7 80. 0 

Totals 2e8 ee eeeee asee 79.6 79.1 81.3 80.7 87.5 

Seattle: 
Old-age assistance _____--- 69.2: | one 2ece2|Soeshetes'| oe eonsen|aneneass\'s- esos 
Aid to dependent chil- 

OreNzsennes seas snoe eee 84.9 81.2 74.0 81.2 93.1 
‘Aid to Dlind@e== seas ea 62.3) Le ees eee 2 eee 
General relief....-..------ 80. 2 68. 2 67.8 71.6 66. 4 
We. Pe Actscceaneneoses> = 35.7 44.3 61.1 64. 1 62.6 

Total s.: -acecnsssase ee 73. 4 65. 9 67.7 Wa 68. 2 

—————— 
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6 7 8 9 10 ibl 12 Total 
Percent | Percent | Percent | Percent | Percent | Percent | Percent | Percent 
fecanene | oxcooden| S22 sce ec] coe ee ae oe | ee ae 54.1 
74.4 70. 4 70.0 66. 7 75.0} 100.0; 100.0 71.6 
Mee cesaaleaes aos aes aoe. | Se eee ale ee ee ee 37.0 
85.8 86. 2 83.7 86.1 89.2 86.3 70.9 81.2 
74.0 83. 2 76.0 71.8 65.7 60.0 62.5 72.4 
82.4 84.8 81.3 81.4 84.8 80.5 69.9 77.5 
oe see Mol pases ee eee 71.2 
100. 0 90.551) 100:/05}) 100. 0s 1005 0s seeeenee 0 93.4 
oN ose ee ees Rae eas be | eee er 48.8 
89.8 85.1 92, 2 87.0} 100.0 65.5 | 100.0 87.5 
74.5 81.0 69. 6 66.9 | 100.0 40.0 | 100.0 75. 5 
84.4 84.5 85. 2 80.1 100. 0 57.0 85.7 81.9 
seaseer ee eet ees ee | eee eee 69. 2 
79.5 88.9 | 100.0} 100.0 SOSO7 Ss JOON 08 eae 81.5 
Scendeeh [nurs see [Seen ees | aaa e eee | eee 62.3 
81.8 77.0 67.7 | 100.0 84.6 81.2 75.0 73. 2 
75. 5 73.4 75.0 22.2 50. 0 48.5 0 59. 6 
80. 6 URE 70.1 96. 2 10.3 V1.3 75.0 71.6 























TaBLE 5.—Percentages of eligible persons participating in Food Stamp Plan, by size of family and type of relief 
case, October 1989—Continued 








Percent for size of family (persons) indicated 
City and type of relief 




























































































1 2 3 4 5 6 7 8 9 
Percent | Percent | Percent | Percent | Percent | Percent | Percent | Percent |Percent | Percent | Percent \Percent | Percent 
Birmingham: 
Old-age assistance______-- 91.6 92.9 92.4 72.0 75.0 SO On eLOOKOs|aaemeees 100. 0 
Aid to dependent chil- 
ORC: 2 sea ee oe 100. 0 98. 2 87.6 87.6 90.1 93.8 98. 4 88.5 86. 7 
JNGLT eon) o) bhate ERS E es Ree 75.0 ChE |) ODEO)” GROSCO UC ORO) see oral |S 8 oe ee ee eee ee ee eee 
General relief____________- 80. 0 81.5 82.6 83.4 86.1 82.5 83.5 83.6 79.8 
Wie ies 2 ae 76.9 87.4 87.9 88. 4 91.8 89. 2 91.0 91.3 83.3 
(iG EA he a 83.4 85.8 85.6 85.9 88.9 86.5 88.7 87.5 81.8 
SSS eS. OE SSS OO SSS OOOO §s = 
Pottawatomie County, Okla.: 
Old-age assistance________ 33. 0 39. 6 39.0 40.0 85.7] 100.0] 100.0} 100.0] 100.0 
Aid to dependent chil- 
GHG. ate ee aes 91.3 95. 7 98.1 96. 4 100.0 100. 0 100.0 100. 0 100.0 
PAIGCO UN 2-2 47.1 40.0 | 100.0 COMET HULU 2 aS i a Ny (pee ay ee OT (i eee ane 
General relief______.______ 93.3 91.3 93.3 93.7 96. 9 96.0 92.8 95.9 93.9 
Nd ol ee ee es 75.0 23.1 82.4 88.1 73.5 93.5 | 100.0 97.0 86.7 
POCA wees sere 43.4 66.3 88.7 91.1 91.8 95.8 95.1 96.5 92, 2 
a=._-_-§_ _ =|_ _E SS) aSS=S_ _ OO ——=_ oo | 
Des Moines: 
Old-age assistance_.-_------ (BPA BE [le ema el ec a eet et As ee at a I eee | en a (Ee ee ee meen ems Bere eae 
Aid to dependent chil- 
(oS ar Ch oe Wt Sie ef | er 70.6 92.9 75.0 86.7 80.0 (058) |eeaee 100.0 
FAGGtO Din G@esee ee Oe Olam | wee a |e CE 9 hs MM I | aa as (ore (eee ey eee 
General relief___.__._____- 91.3 85.7 90. 3 91.4 94.6 87.9 84.6 89.1 94.5 
Vive dita Je = ee eee 66. 7 74.0 77.8 79.9 77.6 84.2 75.0 76.0 64.7 
otalseees aces se a none 70.6 78.9 82.7 84.7 85.1 85.8 79.4 82.5 CY! 





This incomplete participation is due, of 


The proportion of eligible persons in the 
course, to a number of reasons. A survey 


stamp-plan areas receiving surplus commodi- 


ties from the S. M. A. before the stamp plan 
began operation is shown in table 6. These 
percentages relate to commodities that were 
widely distributed to all persons on relief 
who chose to receive them. It will be noted 
that the proportion of eligible persons reached 
with these commodities was slightly larger 
than through participation under the stamp 
plan (table 5). One reason may have been 
that no cash outlay was required to receive 
the commodities distributed by the S. M. A. 
as there is for orange stamps under the stamp 
plan. 


REASONS FOR INCOMPLETE PARTICIPATION 
UNDER THE STAMP PLAN 


It has been shown that in none of the 
experimental cities do all persons participate 
in the stamp plan who are eligible to do so. 


of 179 nonparticipating families made in 
Rochester in October 1939 disclosed the fol- 
lowing reasons for their nonparticipation: 


Reason Number of 
times given 
Inability to purchase minimum amount 
OMmoranle scams sae ee eee 31 
Lack of understanding of the plan______-_ 30 


Physical inability to buy stamps and ignor- 
ance of the fact that agent could be sent_ 18 


INorcookinesfor selieee= eee = pee LS 
EMDATLARSINCIt same te eee on ee 18 
Backs billsato: payeaememerea tees ee ee == 11 
Loss or lack of identification card. _-_---- 10 
Othernreasonss] see een. se 43 


On the whole, the administrators of the 
stamp plan, together with local newspapers 
and trade groups, have made considerable 
efforts to explain the plan to eligible con- 
sumers and to enable them to participate in 


31 


it. Perhaps a few more people might be cational efforts, although human inertia is 
induced to participate by still greater edu- such that some will never participate. 


Tas. 6.—Percentages of total eligible persons participating in the Direct Purchase and Distribution Program 
tn the Food Stamp Plan experimental areas for selected months in 1939 








Area January | February} March April May June July August 


Percent | Percent | Percent | Percent Percent| Percent | Percent | Percent 


Rochester oN sy stance oes ee ee ee ee eee 91.4 82.9 88. 6 90.3) Jos 2essens 2) ee ee ee es 
Montgomery County, O hig: Seeeeee ete ree ee meee | ae eee | 84. 6 86.6 800-5 | acces ee ee 
King’ Oounty,Woashit se 2208 eek ee ee oe lige eet a | eee ee 86.9 81.4 89.3 95. 5 90. 4 
Jefierson County, :Ala ss fren eee ee ee || na | Be |e 99. 4 98. 2 00:2 |.2< 2 ee 
Pottawatomie County, Okla oe ae a eee ee | ee ee ae | Le ee | 75.0 OS Tal | Sees 
State of Towa j26 Fo eee gE ee ee Ne ee On| eee ae | 08.0 {222222 ee ee 








1 The figures for this county are percentages of eligible cases. 
3? The August figure does not include Seattle. For the other months Seattle accounted for an average of 80 percent of the recipients. 
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Commodities Purchased With Blue Stamps: Com- 
parison With Consumption Under the Direct 
Distribution Program and Other Low- Income 


Consumption 


The quantities of the various commodi- 
ties which participants buy with blue stamps 
are of considerable importance. To begin 
with, the commodities for which the con- 
sumers choose to spend their blue stamps will 
largely determine which groupsof agricultural 
producersstand to benefit most from the stamp 


CEREAL ” 
PRODUCTS,-* 


o56: 





v 
‘ 


AND ~==~ 
VEGETABLES 


| “ PEACHES 
JULY 16-SEPT. 30 


DEC. 16-JUNE 1 





plan. It is also informative to compare the 
quantities of the several surplus products 
bought by consumers under the plan with the 
quantities formerly distributed by the Surplus 
Marketing Administration and with average 
rates of consumption by other classes of 
consumers. 


VEGETABLES J ORY BEANS 
“SS PEARS 
SNAP BEANS 


ocT. 1-DEC. 15 


J CORN MEAL 
¥ ,HOMINY GRITS 


GRAPEFRUIT 


BAE 38549 


FIGURE 6.—Percentages of blue stamps spent for the individual surplus commodities composing the successive 


surplus lists, July 16, 1939-June 1, 1940 (based on table 7). 


The introduction of pork (bottom diagram) 


caused a marked reduction in the percentages spent for butter, eggs, and lard. Purchases of fruits and 
vegetables, however, increased slightly in relative proportion because of the addition of citrus fruits to 


the list. 
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GENERAL PATTERN OF BLUE-STAMP 
EXPENDITURES 


Since the stamp plan began operation, the 
surplus list has been changed several times. 
Some commodities have been on the list for 
the entire period to date, whereas others have 
been on for only a short time. The diagrams 


in figure 6 (based on table 7) indicate the 
principal features of the expenditure patterns 
in each of three different surplus lists." 


16 The distribution of the blue-stamp expenditures among the 
commodities on the surplus lists was calculated from the reports of 
the sample of retail stores. ‘Tally sheets were obtained from each 
store showing the number of units of each commodity sold and the 
prices. These values were expressed as numbers of blue stamps and 
the percentage distribution of total sales among the surplus com- 
modities was calculated from the numbers of stamps. 


Tasip 7.—Percentages of blue stamps spent for individual surplus commodities, by stamp cities 1 





May 16- 


July 15 July 16-Sept. 30 Oct. 1-Dec. 15 Dec. 16-June 1 
2 % 2 % 2 % 
Commodities B g E p| 3 a. g g 8 a. g q bl & B 
iB oo| 4/83| 8 lool 8 4\25| 2 |vel| 8 4184/2 |vo 
eiaglfei sia SiS) ay Sl cel ey |S On| Sen ee be 1es| © |sy 
Ey es reed 2 es) 5 e |b pao o& | ei) & Ae B Se pocao as Ea ey) ss! [eit 
gt VISE S| es | ESOT R e tes tis] 2s | se Gece 4a I BO ae 
fe) oS |e fo os a) eS o |, } 3s = ics o | 2° (=) A ee he o |, 0 
eee ee Vai ee ei ee a} ca le ee alics ay yee 4) 8) || 
Pet. |Pct.| Pct.) Pct. |Pect.| Pet. | Pct.) Pct. |Pct.|Pct.| Pct. |Pct.| Pct. | Pct. Pct. | Pct.| Pet Alleles 
Butter 33 | 26 | 30 | 30 | 21] 32 | 15] 12 | 22 | 24] 32 | 22 | 36 13 25 | 23 17 
BGesie-22 24. eae 31 26 | 29 | 28 | 23 | 26 | 20} 13 19 | 24 | 29 | 28 | 26 20 26 | 19 15 
Plourssse eer es Si elO mon mo) 9] 12 | 23))' 29 | 16 | 131 17 |) 40") 139) 24 16 | 10 12 
RICOr a= aes ee | ae ee oe eee 1 Pp | 23 3] 4 25) 22 toe eae ees see. |oeeleeose nee 1 1 
@orn’ meall_-= += _-=- Sy rai ol 41 2 A G3 aD eee al 2:19 if 2 2 
omiiny orits cos scape mee | ae | er eee rere ec | ee ee eee | eee | eee era Deere | ee | ee | eee 3 
‘Peachess2c- es ceasee|se5=-4--5-]sece 9 | 12} 11 67 | 14} 20 |. 22]. |e 22] se] oS ee ee 2 | ee ee eee 
DSC gs eee pees ye | OS Ee ee 39) 451 3] 1 Cp Bat a 3 -44 1 1 1 8 
U5) 45 0) (eee ee ee Ee Pa Bese Ss ee eae SSA esl 8 | 10 6 8 3 4 
‘Orangess. ose a Gm F-92700 i el ee at er) eee ees |e een ee ea es ne poo eee eee lee 8 7 
Grapefrnit=sseese==— 4 0 Oalseee. eee cone |e eee eee ence |aewes [eee oeoee | Ones ee | eee eee 2 3 
Dried prunes._-.---- 2 Balk Opi) ak PAl| 21 5 2] 2] 2 23 2 2 1 2 
Raising oes ecace=|ssoee ese nese |seee=leoen | caren | sea oe eee | pees lems 2 2) 2 2 2 1 1 
Total fruits_._.| 25 | 32 | 28 | 11 18} 14 | 12] 14 | 22] 14] 10 | 15] 16 | 11 13 16 17 
PO@ASi2 262 ooee ec eaee se [see ea taeee eae 2 3 Stay nal L 2 Nocecs sens lacees] eel eco] Seu ce lane ec aoe ee lasers a eeee eee ee 
Tomstoes fees seceres aaa ae aan | ae 9 {10} 7 6] 4 31 °8 jisca-|eeec| eee] ee coe |e Se ee eee eee eee ee 
Snap beans 2!2222225-|2s2s- |< =f ee [Eb ee ee eer | cme eee ee it vat | ese eens Papers Peart Pe 2 fn 
Cabbage tes oecnces-|seoee lease | Secs 4 ca a4 2| 4 8.) 8: Jeesee| ees 8 |es--] oo ae | | ee ee ee ee ee eee 
Onionszeet eee neeae eee e [sees eee 4 4} 2 2| 3 5| 3] 3 4] 2 2 3 2 1 
Dry peansieessse= === 2 4] 3] 1 4} 2 CM sal Hl) Zhi BY: 5] 3 7 4 1 3 
Total vegeta- 
bles==s25—5- 2 4! 3] 20 | 25] 13 | 20} 23 L751 20) 6 10/75 10 8 3 4 
DE (a Oe ee Boe fae Sa pan be ee ld 6 | 13] 4 15 }22 10 3 6 
POLK 3 sesac ona we se sole ac ees] se oe | Sea =| Seal see | ea ee wer | eee | eee eee rere fee | ee | 25 26 





1 The program began in Rochester on May 16, 1939; Dayton, June 5; Seattle, July 5; Birmingham, Aug. 1; Pottawatomie County, Aug. 16; 
and Des Moines, Aug. 23. The percentages above 1 have been rounded to the nearest unit and in some cases the additions differ from the group 


totals. 


2 In computing the weighted averages, the percentage distributions of the number of persons receiving public assistance in the States around 


each designated city have been used as weights. 
8 Snap beans were on the list only during October. 


For the two lists in effect during the period 
from July 16 to December 15, 1939, approx- 
imately one-fourth of the total blue stamps 
were exchanged for butter and another fourth 
for eggs. Cereal products (flour, corn meal, 
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In that period they accounted for about 2 percent of the blue stamps. 


rice) accounted for 10 to 17 percent of the 
blue stamps. From July 16 to September 
30 when a relatively large number of fruits 
and vegetables were on the list, they obtained 
about one-third of the blue-stamp business. 


From October 1 to December 15, apples and 
pears were the only fresh fruits on the list. 
They received 9 percent of the expenditures. 


INFLUENCE OF CHANGES IN THE SURPLUS 
LIST ON BLUE-STAMP EXPENDITURES 


The third diagram in figure 6 brings out 
the fact that changes in the list may drastic- 
ally alter the expenditure pattern. Pork, 
the first meat to be placed on the list, took 
about one-fourth of the stamps, largely at 
the expense of butter, eggs, and lard. 

The proportion of the total food expend- 
iture used for cereal products has varied by 
region and by income level. It is apparent 
from figure 6, however, that the average blue 
stamp expenditure on the staples has remained 
relatively constant throughout the changes 
in the list. These foods represent the 
cheaper sources of food calories, and it is 
logical to assume that relief clients will buy 
all they require of these commodities before 
allocating their funds to other foods. 

Length of the surplus list would also be 
expected to have a marked effect on the 
proportion of stamps spent for each com- 
modity. The May 16—July 15 list (table 7) 
was so short that after a family had obtained 
all the staples it could use it had to turn to 
butter, eggs, and the citrus fruits to make 
up the remainder of the blue-stamp pur- 
chases. When the surplus list was sub- 
sequently lengthened, these large percentages 
of the blue-stamp expenditures for butter, 
eggs, and fresh fruits were considerably 
reduced. 

The Department of Agriculture is not 
entirely without guides in estimating the 
probable effects of adding various foods or 
eroups of foods to the surplus list. Data 
from the Study of Consumer Purchases ” 
provide an objective basis for classifying the 
various food groups in order of urgency of 
need. For example, the first three surplus 
lists did not include meats, but the last one 
did. From the relative income elasticities 


11 These data are discussed in greater detail on p. 49. 


of demand for the various commodities as 
indicated in the consumer-purchase study 
it would be expected that wheat products 
would be little affected by the addition of 
meats, but that fruits, eggs, dairy products, 
and possibly vegetables would be displaced. 
The experience since December 16, 1939, 
when pork was added to the list, bears out 
this conclusion. 


REGIONAL DIFFERENCES IN BLUE-STAMP 
PURCHASES 


Striking evidence of the differences in 
dietary habits and relief standards between 
regions is afforded by table 7. In Rochester 
and Seattle, and, to a lesser extent, in Dayton 
and Des Moines, purchases of butter and 
eges were much higher than in Birmingham 
and Pottawatomie County. On the other 
hand, flour, corn meal, dry beans, rice, lard, 
and the locally grown, mexpensive, fresh 
vegetables were sold in much larger quantities 
in the southern cities. Sales of pork were 
approximately the same in all cities. This 
relative concentration on staples in the 
southern region and the greater purchases 
of “luxury” foods in the other areas are 
attributable to differences in relief standards 
and income as well as dietary habits. It is 
also important that no orange-colored stamps 
were required in Birmingham and that only 
a few of the relief categories had to buy them 
in Pottawatomie County. Stamp-plan par- 
ticipants who are required to buy orange 
stamps might naturally be expected to 
purchase those food staples not on the surplus 
list with the orange stamps, and to use most 
of their free blue stamps to buy such com- 
modities as butter, eggs, vegetables, and 
citrus fruit. Those not required to buy 
orange stamps, on the other hand, may have 
tended to use their blue stamps to purchase 
the more essential foods, especially where 
their income from relief or other sources 
was very low. To the extent that they did 
so, there is indicated a greater substitution 
of blue-stamp purchases for regular purchases 
when orange stamps are not required. 


35 


QuantiT1Es oF SurPLUS Foops DistRIBUTED 
By Mmans or Stamp PLaNn 


Conversion of the percentage expenditures 
of blue stamps on the various surplus com- 
modities to a quantity basis makes it possible 
to compare the stamp purchases with average 
consumption of various consumer groups. 


BLUE-STAMP PURCHASES COMPARED WITH 
UNITED STATES AVERAGE CONSUMPTION 


Inspection of table 8 reveals that stamp- 
plan consumption of the surplus commodities 
is not generally higher than the national 
average.® One would not expect low-income 
groups to maintain average consumption of 
such comparatively luxury foods as butter 
and eggs, but it is impossible to judge from 
these data how much of each commodity 
would have been purchased in the absence of 
the stamp plan. Participants in Rochester, 
Dayton, and Des Moines bought more butter 
and eggs, those in Birmingham and Potta- 
watomie County less, than the average con- 
sumption. Such items as dry beans, prunes, 
rice, and raisins were purchased in larger- 


18 The United States averages are estimates of domestic disappear- 
ance ortradeoutput. The basis of each is the Department’s estimate 
of commercial production, and this is corrected for exports, imports, 
and carry-over. The difficulties of accounting for all the commercial 
production of these commodities are probably overshadowed in the 
instances of onions and butter by the problems of estimating farm- 
churned butter and local market-garden production of onions. 


than-average quantities in all five localities 
and particularly in the southern areas. 


BLUE-STAMP PURCHASES COMPARED WITH 
CONSUMPTION OF WAGE EARNERS AND 
CLERICAL WORKERS 


For purposes of comparing per capita con- 
sumption of surplus commodities by stamp- 
plan participants with that of other people of 
like income status, the findings of a study by 
the Bureau of Home Economics are more 
useful than the domestic-disappearance 
data.!® The report of this study shows the 
actual home consumption of a large list of 
goods at various levels of food expenditure, 
divided on a regional basis, and it deals with 
a group which is fairly comparable with that 
participating in the stamp plan.” 


19 STIEBELING, HazEL K., and PHIPARD, ESTHER F. DIETS OF 
FAMILIES OF EMPLOYED WAGE EARNERS AND CLERICAL WORKERS IN 
cities. U.S. Dept. Agr. Cir. 507, 141 pp., illus. 1939. 

20 The regional classification of the data made it possible to compare 
consumption in the various stamp-plan cities with that in the region 
in which each city is located. The data included only families with 
incomes of over $500 during the year preceding the study who had 
received no relief whatever. However, differences in size of family 
resulted in a rather wide range of per capita incomes and conse- 
quently, of food expenditures. It is therefore probable that the 
expenditures of relief families would not be greatly different from 
those of the nonrelief families with low per capita food expenditures. 
The fact that the study was confined to the wage-earner and clerical- 
worker population in cities does not greatly affect the comparison 
since the stamp plan is, thus far, largely a city program and the 
participants mostly unemployed workers. The basic data for the 
wage-earner study are from about 2,500 families who provided com- 
plete records of food consumption for a week in each of four seasons of 
the year. 


TABLE 8.—Estimated monthly per capita quantities of commodities sold under the stamp plan compared with 
United States per capita consumption per month, 1928-37 





Commodity 
Birtter 2.25 S229 A Sos on tee eee rs oe ee ne pounds__ 
Wey ee re re re eee ne ee ee ee don 
Og oe ae Sees Ser oe ee ae dozen_. 
Dry Deansss2s ceca ee =o ee pounds-.- 
Prunes! = S25 ee oe eee ee ee ee ae ee eee Gores 
Raisins 2 ee oe ras ees cee ee ae ee ee ae ree doles. 
1 Got ena SR Pee NIE A el 08 Tn Ree yt os Bp gt oe Goss 
Gornimes ea, Po te ee ae ae ee (Gas 
RIGO! Sete see ee ee en ra ae ee douse: 
Dry onions: 255 aoe ee ee oe eee eee dose 


Unied 
States 
consump- 


Estimated consumption under stamp plan in— 


* irming- = . 
tion ! Rochester | Dayton | B hate RA debe Des Moines 
1. 46 2. 56 1. 58 0. 86 0. 73 1.64 
271.04 1. 58 2.11 2. 65 4.78 1.76 
1.73 2. 36 2. 20 1.57 1.16 2.06 
. 58 .93 1.32 1.70 2. 25: 1.28 
15 . 39 - 48 . 45 -83 46 
Aelyh 55 . 43 31 -82 -65 
13. 37 6. 33 5.39 11. 90 17.02 6. 46 
1.07 . 26 1.19 5. 58 3. 29 84 
47 - 62 . 87 1.25 1.00 54 
1.19 2.98 2. 48 89 96 2.48 





1 Division of Program Development and Coordination, Bureau of Agricultural Economics, U. 8. Department of Agriculture, 1928-37 aver- 
age. Estimates are based on domestic commercial production adjusted for changes in carry-over and for imports or exports. 
1 UNITED STATES BUREAU OF AGRICULTURAL ECONOMICS, FATS AND OILS SITUATION, August 1939. 
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The consumption figures from this study, 
commonly referred to as the wage-earner 
study, are compared with the blue-stamp 
purchases of surplus commodities in table 9.7! 
With few exceptions, the participants ob- 
tained more of each surplus product with 
their blue stamps than the low-income 
employed groups. This is probably ex- 
plained by the fact that a larger portion of 
their food expenditures was confined to a 
restricted list of commodities. Neverthe- 
less, this evidence that blue-stamp purchases 





21 There were insufficient wage-earner records in some of the regions 
for a detailed breakdown of food consumption, and the published 
data are confined to white families in the North Atlantic, East 
North Central, East South Central, and Pacific areas, and to Negro 
families in the South. This excluded comparisons with Potta- 
watomie County and Des Moines; and (since the stamp plan data 


were not adequate for Seattle) only Rochester, Dayton, and Birming- - 


ham could be compared with the areas in which they are located. 
For a few of the surplus commodities there was no corresponding 
item in the wage-earner study. In such cases, the most closely 
comparable group of commodities was listed for whatever compara- 
tive value it might possess. Where possible, stamp plan consump- 
tion was compared with the consumption of families spending 
between $1.25 and $1.87 per capita per week for food. This is the 
expenditure range most comparable to the $1.50 per week aimed at 
by the stamp plan, and the lowest one in which all the regions were 
represented in the wage-earner study. 


of surplus foods were definitely heavier than 
normal is of interest. It indicates that blue- 
stamp purchases were considerably more 
than mere substitution for ordinary pur- 
chases of the surplus foods. The increases 
were substantial, sales of such important 
items as butter, eggs, and flour running as 
high as three and four times the average 
consumption of wage earners in Rochester 
and Birmingham. Important increases are 
shown also for corn meal and rice and several 
of the fresh vegetables in the two northern 
cities, though not in Birmmgham, where 
normal consumption of most of these items 
tends to be higher than in the North. 
Outstanding are the blue-stamp sales of 
fruits, both fresh and dried. They run 
several times as high as average consump- 
tion in almost every instance. This is a 
matter of interest from the viewpoint of 
nutrition as well as of agricultural economics, 
since fruits in general provide valuable nutri- 
tive elements all too often imsufliciently 
supplied in the diets of low-income families, 


TaBLE 9.—Estimated monthly per capita quantities of commodities sold under the stamp plan in 8 experimental 
cities compared with monthly per capita consumption of white, low-income, employed workers in cities in 2 
areas and white and Negro workers in cittes in the Southeast 








White White White Negro 

families, families, families, families 
Commodity North | Rochester?} East North} Dayton? | East South! go uinern 

Atlantic Central Central ae 

region ! region 1 region 1 region 

NS Gee re a are eae eee a ee pound _- 1.15 2. 56 1.30 1. 58 0. 30 0, 69 
TWANG ee eee oe ee eee eee See: ae eee do-= =. 28 1. 58 49 2.11 83 2.41 
VOTES) eee ee ae SO Re eee eee eee dozen _- 95 2. 36 2.07 2. 20 1.35 88 
TD ieve DOA TIS pees eee ee eee oe pound_~ 18 93 17 1. 32 75 48 
TCU CS eee ae ne eee eee ee cence cae dou... 08 39 19 48 03 01 
iaisiils Seen eases nt ence neat leans do_--- 01 65 08 43 03 00 
Weal Une ee ag a are ae eee doi == 1.77 6. 33 4.07 5.39 5. 50 8. 66 
@ornanc a) seers e er oa oe see ean ne seneees doz==- - 08 Boa |e See ees 1.19 8.02 5.11 
RI Come eee eee ee ae ae ar eae aa ae doz=—: 26 62 .13 -87 . 48 -92 
(OG) ORE ee ee eel do_--- 84 2. 23 1.07 2. 66 . 83 8.15 
UNG ees ae ee ae dozss- aval . 36 . 50 .75 1.68 . 38 
Powis OCS eee acon ee ons oan eee Seeseoe! doz=.- 1.63 6. 87 . 92 4. 46 4,49 1.49 
(Ova SOEs Se a ee eee do=-=- 66 2. 98 46 2. 48 .79 53 
lap ebeals sesso a on oe cee ee eee donne 79 . 84 92 . 65 2,12 1,24 
iMresit, pea@neseee.-= Sees asus sc aeeaee ne sen ose dos=- 55 5.11 . 00 4.94 .74 1.40 
iresiti PCAarS sae a= a eas eee ee doz 13 - 98 00 1.03 00 00 
rosie ppledsssessa.—---- oases ea aaa eas ao ak= do---- 25 7.46 .97 4. 67 64 71 
Orangosmeee esa. pes sense arson aaa cos eee! dol== 1.06 7.07 1, 87 6, 62 . 43 03 
KR DeOrbUl ioe ee re eee on eee aaa aee doze: ons 1. 82 00 3. 00 23 - 00 





1 STIEBELING, HazEL K., and PHIPARD, ESTHER F. DIETS OF FAMILIES OF EMPLOYED WAGE EARNERS AND CLERICAL WORKERS IN CITIES. 
U.S. Dept. Agr. Cir. 507, 141 pp., illus., 1939. The data (some unpublished) shown in this table are for families whose expenditures for food per 
person were in the range $1.25-$1.87 per week and refer to the summer season, June, July, August. 


? Stamp-plan purchases, May 16-October 31, 1939. 


8 Removed from the surplus list before introduction of the plan in Birmingham. 
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The Problem of Substitution and the Orange-Stamp 
Requirement 


To maximize the effect of the Food Stamp 
Plan on farm income and to provide in- 
creased consumption of food among low- 
income families it is necessary that the blue 
stamps represent a net increase over the 
former food expenditures of participants 
and that they not be merely substituted for 
food expenditures which would have been 
made without the plan. As explained on 
pages 11 to 12, an attempt is made 
to prevent substitution by requiring those 
wishing to participate to buy minimum 
amounts of orange stamps in order to receive 
the free blue stamps. When the plan was 
started, the orange-stamp-purchase require- 
ment was fixed at $1 to $1.50 per person per 
week on the assumption that this repre- 
sented the normal range of food expenditure 
of relief families. Experience with the plan 
showed that this requirement had to be 
eliminated for some participants, at least in 
the beginning, because they did not have 
sufficient cash income to meet it. For other 
families the requirement seemed too low and 
steps were taken to raise it. 

The purpose of this part of the report is 
to consider the extent to which the blue- 
stamp subsidy represents a net increase over 
the former food expenditures of participants. 
Several analytical approaches are possible, 
none of them altogether satisfactory for the 
problem. A number of studies showing 
average food expenditures of low-income 
families are available, and these expendi- 
tures are compared with the average food 
expenditures of stamp-plan participants. At 
the request of the Surplus Marketing Ad- 
ministration, the Bureau of Home Economics 
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‘are here presented briefly. 


made a special study comparing food expendi- 
tures of stamp-plan participants in Dayton, 
Ohio, with those of nonparticipants of similar 
economic status, and the results of this study 
In addition, 
effort was made to get at the problem through 
an analysis of wholesale and retail sales data 
in several stamp cities, with results to be 
described later. Present information does 
not permit precise determination of the 
extent to which consumers have substituted 
blue stamps for cash food expenditures, but 
there is at least some basis for estimate. 


Meruops or PREVENTING SUBSTITUTION 
Amona Consumers Not Reaquirep To 
Buy ORANGE STAMPS 


In administering the stamp plan, the Sur- 
plus Marketing Administration did not find 
it feasible at first to require all participants 
to buy orange stamps. Many families on 
relief do not have enough cash income to buy 
a minimum of a dollar’s worth of orange 
stamps per person per week; hence, in some 
cities participants were not required to make 
any orange-stamp purchases. In other cities, 
orange-stamp purchases below the minimum 
first determined upon ($1 a person a week) 
were permitted. Moreover, in some cities 
general relief is given in the form of grocery 
vouchers rather than in cash. Grocery 
vouchers authorize the recipient to purchase 
food of a certain value; the storekeeper may 
give food but no cash to the bearer, the gro- 
ceries being paid for by the local relief agency. 

Table 10 shows the percentage of partici- 
pants in the various cities during January 


1940 who were required to buy orange stamps 
and those exempt from this requirement. It 
also shows what proportion of all the blue 
stamps was issued in connection with orange- 
stamp purchases and what proportion was 
issued separately. 

In the 18 cities in which the program had 
been operating 1 month or more in January 
(including the first 6 cities) about 60 percent 
of the persons receiving blue stamps were 
buying orange stamps, 18 percent were re- 
ceiving blue stamps with their grocery vouch- 
ers, and 22 percent were obtaining blue 
stamps without any requirement beyond 
eligibility. By May 1940 about 77 percent 
of the blue stamps issued were in connec- 
tion with the purchase of orange stamps by 
those participating. Most of the persons 
given blue stamps without either buying 
orange stamps or receiving grocery vouchers 
were found in the South. 


TaBLeE 10.—Percentage of participants buying orange 
stamps, percentage receiving blue stamps with their 
grocery vouchers, and percentage receiving blue 
stamps only! 


Participants— 














Receiv- ; 
Date and areas Buying ing pine basa nee 
orange earn pees Total 
stamps | grocery | only 
vouchers 
January 1940: Percent | Percent | Percent | Percent 
Rochester, N. Y------- TOON Oi 2 eres eel ee 100. 0 
Dayton, Ohio_-------.- 51.7 rE bee k 100.0 
King County (Seattle), 
W. ashes sseseich > soe 67.0 Be ba Sere 100. 0 
Jefferson County (Bir- 
THING HEIN) Ala weseee ee ase | eee eas oe 100. 0 100. 0 
Pottawatomie County 
(Shawnee), Okla__-__- 15.1 3.3 81.6 100. 0 
Des Moines, Iowa----- 56. 1 43.3 .6 100.0 
Totals for 18 areas_-- 59.9 18.1 22. 0 100.0 
May 1940: 
Totals for 71 areas___- 276.9 23.1 100. 0 





1 That is, receiving blue stamps only, without orange-stamp pur- 
chases or food vouchers; these persons receive no other public assist- 
ance, or relatively little. 

? Percentage of total blue stamps issued in connection with orange- 
stamp purchases. 


The fact that orange-stamp purchases are 
not required of all participants does not mean 
that the Department of Agriculture has no 
assurance that the stamp plan will not 
increase the food consumption of these 
people. When general relief is given in the 
form of grocery vouchers rather than cash, 
relief agencies enter into an agreement with 
the Surplus Marketing Administration not to 
decrease the amounts of these vouchers when 
the stamp plan goes into effect. If these 
agreements are faithfully kept, clearly the 
blue stamps will represent a net increase over 
the former food consumption of these par- 
ticipants. As 18 percent of all persons 
participating in the stamp plan in January 
received relief in the form of grocery orders, 
there is no serious problem of substitution in 
such cases. 

There is a greater likelihood of substitution 
of blue-stamp purchases for usual purchases 
when relief is given in the form of cash. 
Before exempting persons receiving such aid 
from the orange-stamp requirement, the 
Surplus Marketing Administration obtains a 
promise from local relief agencies not to 
decrease the amount of cash relief. But 
even with this amount maintained there is 
the possibility that relief people may divert 
part of their former food expenditures to 
nonfood items as a result of receiving the blue 
stamps. There is, in fact, little more induce- 
ment to increase food purchases in such cases 
than there would be if additional cash were 
given instead of blue stamps.” 


ORANGE-STAMP PURCHASES COMPARED WITH 
UsuaL Foop Exrenpirurges or RELIEF 
AND OtruErR Low-INcoME FAMILIES 


The minimum orange-stamp requirement 
for participation was set at approximately $1 
per person per week, but the opportunity to 





32In Birmingham, Ala., all families received blue stamps without 
being required to make orange-stamp purchases. ‘The food expendi- 
tures (excluding blue stamps) of 177 white and Negro W. P. A. 
families participating in the plan in Birmingham in March 1940, were 
found to be only 49 to 87 percent as large as those of 126 comparable 
families studied in Memphis, Tenn., where W. P. A. families bought 
orange stamps. 
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buy up to a maximum of $1.50 worth of 
orange stamps per person per week has 
always been given. Within a few weeks 
after the plan was started, about two-thirds 
of the stamp purchasers in Rochester, N. Y., 
were buying more than the required mini- 
mum; in other experimental cities, more than 
half. 

By May 1940, average expenditures for 
orange stamps by participants in the various 
experimental cities ranged from $1.06 to 
$1.29 per person per week, with the figure 
tending to increase from month to month in 
most cities (table 11). The value of the 
food represented by orange- and blue-stamp 
purchases (issued in the ratio of 2 to 1) 
therefore ranged from about $1.60 to $1.95 
per person per week. Total food expendi- 
tures may have been even higher than this 
if the participants were spending any cash 
for food in addition to their investment in 
orange stamps. 

This level of food consumption by stamp- 
plan participants may be compared with 
averages for nonrelief families of similar 
economic status, as shown by the Consumer 
Purchases Study. Table 12 indicates that 
for families in the North Central area 
average money expenditures of less than $1 
per person per week were made by families of 
four or more persons in the income class 


$250-$499. Still larger families (six or more 
persons) spent an average of $1 or less per 
person per week, even in the income class 
$500-$749. On the other hand, these studies 
indicate that comparatively few families of 
two or three persons spent as little as $1 per 
person per week even when incomes fell in 
the class $250-$499. Large city families tend 
to spend more for the food of each person at 
each income level than do families of the 
same size living in villages and small cities. 

For nonrelief families including as many 
members as the average found among families 
on relief, table 13 indicates the estimated food 
expenditures in different parts of the country 
in communities differing in degree of urbani- 
zation. Money outlays for food for families 
of four or more members in the income class 
$500-$749 indicate that the per capita 
expenditures for food of relief families of this 
size in large cities in the North and West 
might be expected to fall between $1.25 and 
$1.50 per person per week. Compared to 
these ‘‘normal’’ food expenditures, the weekly 
money value of food of stamp-plan par- 
ticipants amounting to $1.60 to $1.95 
(orange-stamp and blue-stamp purchases) 
implies a definite increase in food consump- 
tion due to the stamp plan, although the 
increase is not in all cases equal to the full 
value of the blue stamps. 


TaBLE 11.—Value of orange stamps purchased per person per week in 8 regions, July 1989—May 19401 





1939 1940 
Region and city 
July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May 
Region No. 1: Dol. Dol. Dol. Dol Dol Dol Dol. Dol. Dol. Dol. Dol. 
Denver 22is. So eee ee a es eee eee | are ae | eee 1.01 1.04 1.10 1.08 1.08 1.10 
Salt. Lake Olty2. 2. se ese: coe eee ee eee eee See ee eee eee | Sees 0. 93 1.00 1.13 1.00 1.19 1.01 1.14 
San Franciscovsss keece mee ac facet cee ee | eee Se eae |e Seer Pete oS. | eee oe .92 1.06 1.07 rhea! 5 Lye 
Region No. 2: 
Dayt0lzsecn scene ee aesecctec sce ceheceneeee 1.06 1.04 1.06 1.09 1.10 1.11 . 94 . 88 1.13 1,14 ae | 
Mia dison.s2:.2.0-3eeeessasnosee sense a seeps |See eet | eae aes [eeeee see eeeeeee™ . 93 1.03 1.04 1.16 1.13 bisalyy 1.18 
=~) Springfield (l.) <= -< 52-2 eoakoe tne eee n eee ee aeea oes | sean | ees . 88 .97 .99 . 80 1.35 1.06 1.09 
Des Moines 2 sos ae ee ee ee ee ee eee 1.02 1.11 wala 1.09 1.03 1.08 1.12 1.09 
Region No. 3: 
Allentown-Bethlehem__--_--.-.------------- J esce at letters | Senasendloopcs ce) soeee ee . 96 1.05 1.02 1.08 1.27 AES Bi 
Pittsburghe ios: eae ae 2s eee we, | ee eee | eee (eee Leuesucvclaoedwneas oateanck Uae oe eee eee .97 1.06 
Portland (Maine) £22323. 22 nhs 2225 Se ee |e ee a ae a ee er ee PE 95 1.04 1.03 1.10 
Providence: 2222 kee ee ee | Se cee | eee | ee |e | re | 1.10 1.18 1. 24 IO 1. 29 
Rochester _ __ 2 a ae see ee aaseaens=s== .99 1.01 1.10 1.11 a Ls a apa 1, 21 1, 21 1. 21 1, 24 1. 23 


~ {Tn addition to the average orange-stamp expenditures indicated by the above figures, the participants received blue stamps equivalent to 
50 percent of the value of the orange stamps for purchases of surplus foods. Consequently, their total expenditures for food were 50 percent 


greater than the weekly figures shown above. 
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TABLE 12.—Money expenditures for food by white 
nonrelief families according to expenditure for living 
and family size, in localities representing 3 degrees 
of urbanization in the North Central States, 1935-36} 





Per capita expenditures for food in a 
week by families with members 


Locality and money ex- numbering— 


penditure for living 
(in dollars) 


2 3 4 5 6 7 





46 North Central villages: Dol. | Dol. | Dol. | Dol. | Dol. | Dol. 





BO 400 See oo oceans 1.65} 1.15 || 0:90 | 0.75 | 0.65 0. 60 

O0= (40 Bete eee 2.25 | 1.70) 1.30 | 1.10 | 1..00 . 90 

O00 wet ee ee 2.70 | 2.10 | 1.65 | 1.45 | 1.30 1.20 
7small North Central cities: 

POO 400 ee cena eae. 1.65 | 1.25 | 1.00 sis: . 60 . 50 

VEG SO a oe ee 2.40 | 12750) 1035") 1. 15; |) 1.00 . 85 

OO 000 Meee anes ae es 3.10 | 2.15 | 1.70 |} 1.45 | 1.30 1.20 
Chicago 

GOO 740 Se oe anne eee 2.50 | 2.00 | 1.75 | 1.55 | 1.45 1,35 

OU 000 see een eee 8.40 | 2.50 | 2.10 | 1.85 | 1.65 1.50 


1 Estimates made by the Bureau of Home Economics from pub- 
lished and unpublished data of the Consumer Purchases Study 
made by the Bureau of Labor Statistics and the Bureau of Home 
Economics with the collaboration of the National Resources Com- 
mittee, 1935-36. 


That the range of $1.25 to $1.50 probably 
represents the usual level of expenditure for 
food by relief families of average size in large 
cities of the North is confirmed by two studies 
made by the Bureau of Home Economics in 
1938-39 at the request of the Surplus Mar- 
keting Administration regarding food expend- 
itures and food consumption of families on 
relief. The average money expenditures 
among Negro and white families on relief in 
the southwestern part of Washington, D. C. 
(where the stamp plan was not in effect) was 
about $1.30 per person per week. This 
study included a 75-percent coverage of all 
families in the southwestern section of the 
city that were receiving or were certified to 
receive direct relief or that had employment 
on W. P. A. projects or were awaiting assign- 
ments by that agency. 

In Dayton, Ohio (where the stamp plan 
was operating), the average money expendi- 
ture (including orange stamps but not blue 
stamps) of white families of two to seven 
persons was $1.75 for those participating on 
the orange- and blue-stamp basis and $1.54 
for general-relief clients receiving blue stamps 
in connection with their grocery vouchers. 


TaBLE 13.—Average size of families on relief and 
estimated per capita expenditures for food of non- 
relief families of comparable size at 3 levels of living, 
relief ? families including husband and wife, both 
native-born unless otherwise indicated, nonrelief 
families including husband and wife, both native- 
born, 1935-36 





Estimated * per capita 
expenditures for food 


Aver- of nonrelief families of 
age size} comparable size when 
Kind and location of family of fam- all expenses for living 


ilies on are— 


relief | 
$250- | $500- | $750- 
$499 $749 $999 


White families: 





Persons} Dollars | Dollars | Dollars 
INOW LOLs saree ete eae 4.1 | (1.40)| 2.20 2. 50 
Chicagoe ss ara ssn see 4.3 (1. 10) 1.70 2. 00 
Large cities: 
Columbus, Ohio________- 4.4] (1.00)} (.50)} (4.80) 
Omaha, Nebr:..-.---.-.. 4.3} (1.00) 1.40 1. 55 
Denver, Colo. .-2..2.---- 3.9 (1. 00) 1,15 1. 75 
Washington, D. C.4_____- 4.9} (1.00)] (1.40)} (1.75) 
Atlanta Goreme = 4.6 (. 90) 1.35 1.70 


Middle-sized cities: 
Middle Atlantic and 


North Central______-__- 4.31 (1.00)} (1.50)} (1.80) 
Wiest Centralisv.s 52-5" 4.1 1.30 1. 50 1.85 
POULNOASESE ann os ane 4.7 . 90 1, 25 1. 60 


8mall cities: 
Middle Atlantic and 


North Central_________- 4.4 . 90 1, 26 1. 60 
Plains and Mountain_____ 4.5 . 65 15 1. 40 
Pacific Northwest___-.--- 3.9 1.15 1. 40 1.80 
Poutheastaess.ncesaeses =e 4.8 alts 1.05 1. 50 

Villages: 
Middle Atlantic and 

North Central_-__...__- 4.3 85 1, 25 1.60 
Plains and Mountain. -_- 4.7 -60 1.10 1. 50 
PACii Cue ease acee 4.0 - 90 1.35 1.70 
Southeast-c2s.os-—- eae 4.5 75 1.10 1.35 

Negro families: 
ING Wa MOEK Somes tes sae eemaese 3.9} (1.15)} (1. 70) 1.80 
Large cities: 
Columbus, Ohio--_-_------ 4.1} (1.00)} (1.40)] (1.65) 
Washington, D. C.4_____- 4.4 (.80)} (1. 25)} (1. 50) 
Atianta.,: GGsece geo: oo 4.3 «40 LA10) (S22 a5ee5 
Middle-sized cities, South- 
(ot eee Se eee ae 4.3 .70 1.00 1. 50 
Small cities, Southeast ___--_- 4.3 .70 1.05 1.50 
Villages, Southeast_______---- 4.0 . 80 116 |e eae 








1 Except where otherwise noted, data is from the Consumer Pur- 
chases Study made in 1935-36 by the Bureau of Labor Statistics and 
the Bureau of Home Economics with the collaboration of the 
National Resources Committee. 

2 Families receiving any relief, however little. 

3 Figures in parentheses are interpolated. 

4 Family size from special study, Bureau of Home Economics—all 
families on relief and having W. P. A. employment, 1938-39; food 
expenditures interpolated from data of North and Southeast. 


The special food study in Dayton included 
only families of two to seven persons * 


23 Two adults with none to five children under 16 years; three 
adults with two to four children under 16 years; four adults with one 
to three children under 16 years; five adults with one or two children 
under 16 years. 


41 


omitting white families of three to seven 
persons of certain household compositions, 
all white families of eight or more persons, 
and all Negro families. Consequently, the 
average money expenditures shown by the 
special study undoubtedly are higher than 
those of all Dayton stamp-plan participants. 

Classification of these groups on the basis 
of their money expenditures for food (value 
of donated surplus commodities and blue- 
stamp purchases excluded) is shown in table 
14. 

These figures indicate that many W. P. A.- 
employed families, in cities where the wage 
rate is relatively high, spend more than the 
maximum amount that up to the present time 
may be invested in orange stamps. Judging 
from table 12, many of the families spending 
$1.50 or more per person per week for food 
probably are families of less than average 
size. 


INFLUENCE OF THE STAMP PLAN Upon Foop 
EXPENDITURES OF PARTICIPANTS 


Data showing the influence of the stamp 
plan on family food consumption are as yet 
available only from the study made by the 
Bureau of Home Economics in Dayton, Ohio, 
reported in greater detail on pages 66 to 
79. In this study the expenditures of 
participants in the stamp plan forallfood and 
for foods on the surplus list were compared 
with the expenditures for food of nonparti- 
cipants of like economic status. W. P. A. 
participants in that city obtain blue stamps 
in connection with the purchase of orange 
stamps. General-relief persons receive gro- 
cery vouchers so that blue stamps are issued 
without any orange-stamp-purchase require- 
ment. 

A comparison of 247 families using both 
orange and blue stamps with 247 nonpartici- 
pating families of comparable household 
composition and income status *4 showed 
significant differences in food purchases. 
Purchases of foods on the surplus list by the 


%* The average household size of sach group was four, and the aver- 
age income $73 to $74 per month. 
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participating families averaged about 50 per- 
cent higher than for the matched group of 
nonparticipating familes.> Their total food 
purchases averaged about 15 percent higher. 
The difference in total food expenditure, 26 
cents per person per week, was about 60 
percent of the value of the blue stamps they 
received.” In other words, this percentage 
of the blue stamps appeared to represent the 
net increase in the food expenditures of 
families using both orange and blue stamps. 


Taste 14.—Percentage distribution of relief and 
W.P. A.families in Washington, D. C., and Dayton, 
Ohio, by weekly food expenditure per person, 
1938-39 


Families spending per 
person per week for 
food ! 

City, type of relief, and kind of family 


than | $149 | Sa 
$1 5 over 











Washington, D.C.(southwestern section): 
Direct-relief and W. P. A.-employed 
recipients of surplus commodi- 
ties: ? 
White families (63 percent W. P. | Percent | Percent | Percent 
/A.-em DIOY.O ae akee see eee 37 23 40 
Negro families (50 percent W. P. 
FAZ-OMIDIOYCd) soe ee 48 27 25 
Nonrecipients of surplus commodi- 
ties: 3 
White families (81 percent W. P. 
AS-employed) is. eee 7 12 81 
Negro families (82 percent W. P. 
Aen ployed) je oee es eee nee 21 23 56 
Dayton, Ohio: 
Food Stamp Plan participants, white 
families (two to seven persons): 
Wapb- Ac-orn plo yedts = aes ene 9 33 58 
General relief/ta 22a.) = ane 14 40 46 





! Excluding value of donated surplus commodities or blue-stamp 
purchases. 

? Only the neediest families on direct relief or employed on W. P. A. 
projects were certified for surplus commodities. 

§ Including value of food obtained with grocery voucher. 


% Purchases reported as made with blue stamps amounted to more 
than 90 percent of these participants’ supply of foods on the surplus 
list. 

% Although the minimum investment of orange stamps (roughly $1 
for each family member a week—more precisely, 93 cents) theoretically 
would have given participants 46 cents worth of blue stamps for each 
person per week, the average value of food reported as obtained with 
blue stamps amounted to only 43 cents per person ina week. This is 
due mainly to the fact that the average number of persons fed from 
the family food supply during the week of the study exceeded the 
average size of family listed as eligible for stamp purchases by not less 
than 5 percent. In addition, there may have been occasional failures 
to report conpletely which of the foods listed as surplus were obtained 
with blue stamps. 


The remaining 40 percent of the blue stamps 
apparently were substituted for cash food 
expenditures which they would have made 
had they not been participating in the stamp 
plan. 

Among participating families receiving 
grocery vouchers and blue stamps, and hence 
not buying orange stamps, total food ex- 
penditures approximated closely the com- 
bined value of vouchers and blue stamps. 
For grocery-voucher participants, therefore, 
the stamp plan appeared to increase food 
consumption by approximately the full value 
of the blue stamps.” 


INDICATIONS FROM SALES DATA 


An effort was made in connection with this 
study to measure the increase in food sales 
attributable to the stamp plan by analyses of 
wholesale and retail sales data in the six 
experimental cities. Short summaries of 
these analyses will be found-in the appendixes. 

Since blue-stamp purchases represent only 
about 4 or 5 percent of total food sales in 
areas where the plan is operating, it is 
obviously necessary to get very accurate 
data to measure a change of this small mag- 
nitude. Moreover, the effect of the plan on 
total food sales is likely to be obscured by 
the influence of other factors such as changes 
in employment conditions, price levels, and 
factors peculiar to individual firms. Data 
as to wholesale food sales (shown in the 
appendixes) indicate that in some cities the 
total volume of food business went up and in 
some cities it went down following the 
inauguration of the stamp plan, but for 
reasons just stated these changes indicate 
nothing as to the effect of the plan on food 
sales. 

The Economic Analysis Section of the 
Surplus Marketing Administration under- 
took a different type of analysis, based on a 
comparison of sales in a sample of retail 


31 Although these families limited their purchases of the foods on 
the surplus list practically to those that could be made with blue 
stamps, their resulting consumption of surplus foods averaged 60 to 
85 percent higher than among families spending similar amounts for 
food but not receiving blue-stamp subsidy. 
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stores in low-income areas with those of 
stores in high-income neighborhoods where 
the stamp plan had little or no effect. These 
sales’ records were analyzed in detail in an 
attempt to learn the extent to which the blue 
stamps represented a net increase in the 
expenditures for food as a whole and for 
particular foods. The kind of analysis that 
has been made is indicated in the appendixes. 
It was found that the results differed a great 
deal from one city to another. Although 
some of this variation may represent real 
differences that can be explained, a con- 
siderable part of the variation may be due to 
inaccuracies in the store records and to the 
small size and possible lack of representative- 
ness of the store sample. 

New studies now in progress by the Eco- 
nomic Analysis Section of the Surplus 
Marketing Administration involving sales 
and family-expenditure data may throw new 
light on the effect of the stamp plan on food 
sales and consumption. At present, how- 
ever, the writers believe the most reliable 
estimates that can be made with respect to 
this are based on the other sources discussed 
in the last several pages. 


ConcLusions REGARDING THE DEGREE OF 
EXPENDITURE SUBSTITUTION 


It is patent that the extent to which blue 
stamps are substituted for regular food 
expenditures will have a great deal to do with 
the effect of the stamp plan on farm income. 
Despite the efforts thus far made to measure 
this, it is evident from the foregoing pages 
that no very definite conclusions can be 
drawn from the available data, although we 
are not without some basis for judgment. 

When relief is given in the form of grocery 
vouchers, as it is to about 18 percent of the 
people now participating in the stamp plan, 
there appears to be no serious problem of 
substitution if arrangements are made with 
local relief agencies to maintain the preplan 
relief allowances for food. If these allow- 
ances are maintained, it is obvious that the 
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blue stamps represent a net increase in the 
food purchases of participants. 

When relief is given in the form of cash 
and when so little cash is given that partici- 
pants cannot be required to buy orange 
stamps, there is no assurance that the Federal 
subsidy will represent a net increase in the 
food consumption of the participants. In 
such cases the effect of the program on food 
consumption is perhaps not greatly different 
from what it would be if the participants 
were simply given cash, although it is certain 
that at least some considerable part of the 
subsidy will go for additional food. 

The remainder of the stamp-plan partici- 
pants (receiving about three-fourths of the 
total blue stamps in May 1940) are required 
to buy orange stamps on the assumption 
that the requirement of $1 to $1.50 per per- 
son per week is equal to their average pre- 
plan food expenditures. The Consumer Pur- 
chases Study indicates that this range might 
be near the average for many relief people, 
although undoubtedly many family groups 
among W. P. A. people and those with 
liberal cash-relief allowances exceed the 
average. 

At the same time, this study indicates that 
the majority of stamp-plan participants are 
buying more than the minimum amount of 
orange stamps, the range of averages in 
various cities being from $1.05 to $1.30 per 
person per week. Since blue and orange 
stamps are issued in the ratio of 1:2, this 
means that those participants who buy 
orange stamps get from $1.55 to $1.95 worth 
of food per person per week and may be 
spending more if they use any cash in addition 
to their stamps. This represents a level of 
food consumption well above that of the 
lowest income families as found by the Con- 
sumer Purchases Study and is also consider- 
ably above the estimated average expendi- 
ture of W.P.A. employed families of more 
than 3 persons and of other public-assistance 
categories in most cities. 

In the judgment of the writers, based on 
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first-hand observation of the operation of the 
plan as well as on the available statistical 
evidence, a conservative estimate would be 
that about 75 percent of the value of the 
blue stamps has represented a net increase 
in the food expenditure of the participants. 
In other words, only about 25 percent of 
the blue-stamp subsidy has been substituted 
for regular food purchases and hence has 
been without effect either on farm income or 
on the quantity of food consumed by relief 
people, though it obviously must increase 
their total welfare. With modifications in 
the operation of the stamp plan (some have 
already been made and others will be made 
in the future) this degree of substitution 
could probably be reduced even below what 


' it now is. 


MopIFICATIONS OF THE ORANGE-STAMP 
REQUIREMENT 


It is generally agreed that a minimum 
orange-stamp requirement equal to some 
assumed average food expenditure is not 
practicable for all types of relief cases in all 
parts of the country. If the many people 
who do not have enough cash income to buy 
the present required number of orange stamps 
were held to this requirement, they could 
not participate in the plan. The Surplus 
Marketing Administration has recognized 
this, of course, and in the southern region, 
where levels of relief tend to be especially 
low, the procedure in the initial cities was 
to ascertain whether the minimum orange- 
stamp requirement was practicable and, if 
not, to issue blue stamps only. But this 
procedure did not provide any assurance that 
stamp-plan participants would maintain 
their normal food expenditures, and was 
probably not greatly different in its effect 
on food consumption from giving them a like 
amount of cash. Increasing efforts have 
therefore been made to modify the basis of 
stamp issuance so as to provide a more 
flexible means of encouraging purchases of 
orange stamps. 


MODIFICATIONS ALREADY MADE 


Several modifications in the original 
orange-stamp requirement have already been 
made by the Surplus Marketing Adminis- 
tration. Among the steps already taken are 
the following: 

(1) Effective April 1, 1940, the use of 
orange stamps has been limited to food 
only. This should have the effect of re- 
ducing substitution about 3 to 10 percent. 
In the opinion of administrative officials of 
the Surplus Marketing Administration it will 
also further minimize “‘chiseling,’”? which 
sometimes began because of the loose con- 
struction placed upon the interpretations of 
the use of orange stamps. 

(2) Adjustments have been made in the 
participation requirements for large families 
so that, as a general rule, not more than 50 
percent of their public-assistance benefit will 
be required for orange-stamp purchases. 

(3) Single-person families have been barred 
for the most part, from participation, for 
frequently they are not householders, and in 
many cases they have sufficient cash re- 
sources for an adequate level of living. 

(4) Where the relief levels are much below 
the national average, blue stamps are given 
on the basis of 50 cents per person per week, 
although participants are required to spend 
only 50 percent of their public-assistance 
grant for orange stamps. This has the effect 
of substantially increasing the ratio of blue 
stamps to orange above the most commonly 
used ratio (that is, more than 1 : 2). 

(5) In a number of cases, welfare depart- 
ments have been induced to pay out their 
food vouchers in orange stamps on a basis 
that does not reduce the present food budget. 
This has the advantage to the welfare agency 
of reducing its audit costs, which in some 
cases are reported to be as much as 61 cents 
per food voucher. 

(6) In some instances, welfare depart- 
ments have been induced to raise their level 


28 Up to April 1, orange stamps could be used to purchase nonfood 
household items regularly sold in retail food stores. 


of relief from a lower rate to $1 per person per 
week for food. 

(7) Steps have already been taken to raise 
the minimum orange-stamp-purchase re- 
quirement to $1.50 for the smaller families in 
a number of areas and for all families in some 
localities where food allowances permit. 

(8) At the same time, in all the areas in 
which the stamp plan has been inaugurated, 
a complete review of the formula for the 
issuance of stamps is being undertaken. 
It is believed that this will greatly reduce, 
and in the long run completely eliminate, the 
issue of blue stamps alone where no precau- 
tions are taken to safeguard regular pur- 
chases. In working out the formula for the 
stamp issuance, care is being taken to certify 
the entire ‘“family-table groups,” that is, to 
provide for orange-stamp purchases for all of 
the members of the household. 

All of these steps indicate a great deal of 
flexibility and, in fact, a departure from the 
minimum requirement ordinarily thought to 
be standard procedure. In essence they 
have two characteristics. They keep the 
formula for blue-stamp distribution between 
50 cents and 75 cents per person per week. 
They seek to adjust the orange-stamp re- 
quirement to the maximum that the person 
can afford (and is now spending) up to $1.50 
per person per week. They reflect the in- 
creasing conviction drawn from observation 
of the working of the program that from the 
viewpoint of the farmer, and for the purpose 
of increasing food consumption, the orange- 
stamp requirement is the very heart of the 
program. 


A FURTHER PROPOSAL 


An alternative approach would be to put 
less emphasis on any fixed orange-stamp 
minimum and more on methods of maintain- 
ing normal food expenditures by means of 
inducement. The Food Stamp Plan, as now 
operating, already embodies this general 
principle in that it offers participants more 
blue stamps with increases in the amounts 
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of orange stamps purchased, and in some 
cases increases the ratio of blue stamps 
considerably beyond the standard ratio of 
1 to 2. The fixed ratio of orange to blue 
stamps tends to benefit unduly those partici- 
pants who can afford to buy the larger 
amounts of orange stamps. 

The suggestion here is for a reduction in 
the minimum orange-stamp requirement, 
with a graduated ratio of orange and blue 
stamps. Persons who could not afford to 
buy, each week, orange stamps worth $1 
would be allowed to buy, say, as little as 
50 cents’ worth, receiving free an equal 
quantity of blue stamps. Those who chose 
to receive more blue stamps could do so by 
buying a larger quantity of orange stamps, 
although the ratio of blue to orange stamps 
would decrease with the amount of orange 
stamps purchased. 

An obvious advantage of such a proposal 
would be that it would not exclude those who 
do not have enough cash income to partici- 
pate under the present orange-stamp re- 
quirement. At the same time it would offer 
the incentive to maintain, or even to in- 
crease, the participant’s normal food expendi- 
tures because, by purchasing more orange 
stamps, the participant could obtain more 
free blue stamps. The present option to buy 
more than the minimum amount of orange 
stamps, of course, offers this same incentive; 
the new proposal merely changes the ratio of 
orange and blue stamps and extends the 
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range between the minimum and _ the 
maximum. 

A disadvantage of the proposal is that 
this new procedure might be somewhat more 
dificult to administer than the present 
scheme, but this difficulty may not be in- 
surmountable if carefully explained to par- 
ticipants. Unfortunately, the persons with 
the lowest cash incomes who most need the 
blue stamps would not receive as many as 
those who could afford to buy more orange 
stamps. This same disadvantage exists 
under the present $1-minimum arrangement, 
where it is even more serious because the 
ratio of orange and blue stamps is not 
graduated. Finally, there is the possibility 
that if the participants did not take advan- 
tage of the opportunity to get increased 
purchasing power there could be very nearly 
complete substitution of blue-stamp pur- 
chases for usual purchases. Experience to 
date indicates, however, that an increase in 
free blue stamps with increased orange-stamp 
purchases encourages purchases beyond the 
minimum requirement. 

The graduated principle might also be 
applied to the problem of family size. Large 
families might be given a higher ratio of blue 
to orange stamps than small families. Re- 
ducing their minimum orange-stamp-pur- 
chase requirements to as little as 50 cents 
should enable them to come into the plan 
on a basis compatible with their cash income 
and their food-consumption habits. 





Factors To Be Considered in Selecting Commodities 


for Surplus List 


The basic authority under which the Food 

Stamp Plan is operated is found in Section 
32, Public 320 (1st sess. 74th Cong.) as 
amended. The authority conferred under 
section 32 is extremely broad, as it provides 
that sums appropriated shall be used— 
* * * to (1) encourage the exportation of agri- 
cultural commodities and products thereof * * * 
(2) encourage the domestic consumption of such 
commodities or products by diverting them, by the 
payment of benefits or indemnities or by other 
means, from the normal channels of trade and com- 
merce or by increasing their utilization through 
benefits, indemnities, donations or by other means, 
among persons in low-income groups as determined 
by the Secretary of Agriculture; and (3) finance 
adjustments in the quantity planted or produced for 
market of agricultural commodities. The amounts 
appropriated * * * shall be expended for such 
of the above-specified purposes, and at such times, 
in such manner, and in such amounts as the Secretary 
of Agriculture finds will tend to increase the exporta- 
tion of agricultural commodities and products 
thereof, and increase the domestic consumption of 
agricultural commodities and products thereof. 


The only specific requirement of the legis- 
lation, then, is that the Secretary of Agricul- 
ture must find that the domestic consump- 
tion of certain foods will be increased by 
placing them on the surplus list under the 
stamp plan. In greater or less degree the 
consumption of any commodity would be 
increased by placing it on the list, so that the 
selection of commodities becomes largely a 
matter of administrative discretion. 

The number and kind of agricultural 
products put on the surplus list are important 
considerations for both farmers and consumer 
participants. ‘They will affect the distribu- 
tion of benefits among producer groups as 


well as the dietary standards of low-income 
consumers. In selecting commodities for the 
surplus list, consideration should therefore 
be given to (1) commodities the prices of 
which are most depressed, (2) commodities 
for which the plan would be most effective in 
increasing consumption and improving the 
price situation, and (3) commodities which 
offer the greatest improvement to the diets 
of low-income consumers, cost considered. 

In judging which agricultural products are 
in greatest distress, it does not appear neces- 
sary to adopt any exact formula. Pre-war or 
post-war parity serves as a useful guide, but 
it may not always indicate the relative dis- 
tress among different groups of producers, 
and certainly it should not be the only 
criterion by which surplus commodities are 
selected. Whenever the price of any agri- 
cultural product is considerably lower than 
usual, or its supply considerably greater, the 
Department of Agriculture might well con- 
clude that there is a surplus of this particular 
commodity. 


GREATER FLEXIBILITY FOR LocaL SURPLUS 
SITUATIONS 


For many agricultural products, especially 
the perishables, the surplus may be of local 
rather than national character. The supply 
of eastern tomatoes, for example, might be 
such that the growers would be in great dis- 
tress in the East, but this fact might not 
warrant adding tomatoes to a national sur- 
plus list, nor would the New Jersey growers 
be helped by listing tomatoes in consuming 
areas where their crop was not normally sold. 
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The obvious solution is to make the surplus 
list flexible as between regions to take care of 
local surpluses. For the staple farm 
products, like meats, butter, and cereals, 
and for many perishables, the market is 
Nation-wide, and these commodities might 
well be added to the list in all cities where 
the stamp plan is in operation. But there 
may be area surpluses of commodities like 
fruits and vegetables for which national 
designation is not warranted. In such in- 
stances, the commodity should be designated 
as a surplus only in those areas in which it is 
consumed. Since June 1940, this flexibility 
has been attempted in the designation of 
vegetables for the stamp plan. 


Evasticiry oF DEMAND FOR DIFFERENT 
Farm Propucts 


General principles governing the effect of 
the stamp plan on farm income were dis- 
cussed on pages 17 to 19. It was shown 
that the effect depends primarily on: 
(1) The amount of the blue-stamp subsidy; 
(2) the elasticity of the demand for all foods 
on the part of high-income (nonparticipating) 
consumers; and (3) the extent to which the 
blue stamps represent a net increase over the 
former food expenditures of participants. 

The problem of gaging the effect of the 
plan on particular farm products, however, 
is slightly different from the analysis for all 
foods. As blue stamps represent additional 
purchasing power which consumers may 
distribute as they choose between the various 
items on the surplus list, the way they dis- 
tribute these expenditures in relation to their 
former expenditures for each commodity will 
affect the distribution of benefits among the 
various producer groups. It is undoubtedly 
true that some types of commodities will 
benefit much more than others. 

Some indication of which types of com- 
modities are likely to benefit most under the 
stamp plan may be had from figure 7, which 
shows the relationship between consumer in- 
come and the per capita consumption of 
various groups of foods, as indicated in 
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preliminary information from the Consumer 
Purchases Study. The findings indicate that 
the consumption of fruits, meats, eggs, and 
dairy products, tended to increase sharply 
with increases in income; whereas consump- 
tion of other commodities, such as rice, 
flour, and lard, was relatively constant re- 
gardless of the income level. 

The added purchasing power represented 
by the blue stamps is not strictly analogous 
to a proportionate increase in cash income 
because the blue stamps may be spent only 
for a restricted list of surplus food products. 
But the allocation of the additional purchas- 
ing power made possible by the blue stamps 
may reasonably be expected to follow a 
pattern somewhat similar to that indicated 
by figure 7. 

That the stamp plan has had an effect on 
consumption of individual surplus commodi- 
ties similar to what might have been ex- 
pected on the basis of income elasticity is 
indicated by table 15. The figures in this 
table were obtained by the Bureau of Home 
Economics from its study of the effect of 
the stamp plan on consumers in Dayton. 
(See pp. 77 to 79 for a more complete 
discussion of this study.) These data com- 
pare the per capita consumption of individual 
surplus commodities by stamp-plan partici- 
pants with the consumption of nonpartici- 
pating relief families of like size and income 
status in that city. Differences in consump- 
tion were much greater for some commodities 
than for others, indicating that the stamp 
plan tended to increase the sales of some 
surplus commodities much more than others. 
The largest increases were noted for butter, 
eges, and fruits and vegetables. Consump- 
tion of grain products (except rice) appears 
to have been increased only slightly by the 
stamp plan in Dayton. 

But the greatest benefits to producers will 
not necessarily occur in commodities on 
which low-income consumers show the great- 
est increases in consumption. The import- 
ant thing from the producer’s viewpoint is 
the price rise that results, and this depends 


not only on the increase in the demand of 
participants in the plan but also on the reac- 
tion of nonparticipating families to this in- 
crease. If their demand for a commodity is 
highly inelastic, the chief effect will be a rise 
in the price of the commodity, with corre- 
sponding benefits to its growers. If their 
demand is elastic, on the other hand, the 
price rise for the commodity in question will 
be small, and the chief effect will be to enable 
participants in the plan to consume more 
of it. 

Not enough is known at present about 
demand elasticities and consumption habits 
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to predict with precision how the stamp plan 
will affect the sales of individual commodities 
on the surplus list. Obviously the effect will 
vary, depending on the number and type of 
commodities listed. On the basis of the 
experience and the data now available, how- 
ever, it can be said with reasonable certainty 
that commodities like fresh fruits and dairy 
products, which low-income consumers do 
not commonly get in the quantities they 
wish, will show greater increases in demand 
than things like cereal products, which they 
are already consuming in relatively large 
quantities. 
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Figure 7.—Relation between incomes of nonfarm, nonrelief families and their purchases of fruit, meat, dairy 
products, vegetables, eggs, and wheat products, 1935-36. Although the blue stamps that families receive 
are not spent in the same way as cash increases in income would be, it is to be expected that families 
participating in the stamp plan will increase most markedly their purchases of the types of commodities 


which normally show the greatest increase in consumption with increasing income. 


(From estimates 


made by the Marketing Division, Surplus Marketing Administration, from data obtained by the Bureau of 
Labor Statistics and the Bureau of Hcme Economics in collaboration with the National Resources 


Committee, January 2, 1940.) 
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TasLe 15.—Ratio of weekly consumption of surplus 
commodities by stamp-plan participants to con- 
sumption of nonparticipating relief people 





Consumption of participants divided 
by consumption of nonparticipants 














Grocery-voucher parti- 
Commodity cipants spending per 
Orange- person per week for 
stamp par- food— ? 
ticipants | 
$1.00-$1.49 | $1.50-$1.99 
Butteri222ee 8 seonae eee ace 1.51 1.95 1.75 
Weggete! oo acta tee een en 1. 48 1.60 1.62 
Wheat floursse--sceac-ceseen= 1.08 1.38 1.47 
@ormimesl sesso eee eee eee aiftil 1.07 2. 25 
Rice eee eee 1, 52 1. 83 2.17 
Oabbagex 835) es ea 1. 36 1. 87 .91 
PeasSfreshisess. oe nee 6. 57 9. 00 6. 00 
Onions Rees ee ee eee 1.10 1. 28 1.16 
DPomatoeSseaeateas ao see eaeee 1.07 1, 22 1. 46 
Pesches 222. 25 eo ce ase aek 2. 55 3. 63 2.72 
IPOATS ee hs ee oct 3. 47 (8) 4.67 
Dry beans: 225-224 scse eee 1, 29 1.13 1. 53 
Dried prunes 2. sse--2--s-ese == 3. 14 3.00 38. 50 





1 These data are based on an analysis by the Bureau of Home 
Economics of weekly food consumption of 247 Dayton families 
participating in the stamp plan as compared with the purchases of 
an equal number of nonparticipating relief families in the same city, 
matched as to family size and income status. 

2 These data are based on an analysis of the weekly per capita food 
consumption of participants and nonparticipants, classified by money 
expenditures for food (blue-stamp purchases omitted). 

3 Negligible quantity consumed by nonparticipants in this money- 
expenditure category. 


PROCESSING AND MARKETING CosTs AS A 
Factor IN SuRPLUS DESIGNATION 


Another factor to be taken into account in 
the selection of surplus products is the cost 
of processing and marketing the commodity. 
To some extent, increases in consumer ex- 
penditures will tend to be more fully reflected 
in farm incomes in the case of unprocessed 
commodities for which the farm price is a high 
percentage of the retail price than in the case 
of those for which the opposite is true. 

But it is easy to fall into confused thinking 
on this point. If the current supply of a 
commodity is fixed and would be marketed 
in the absence of the stamp plan, then the 
proportion of the retail price normally re- 
ceived by the producer will have compara- 
tively little to do with the effect of the stamp 
plan on farm income from the commodity. 


50 


Even though the farmer normally received 
only 10 or 15 percent of the retail price (as is 
the case with some commodities), most of the 
added consumer expenditure would be re- 
flected to him. Even here, however, there 
will be some increase in marketing charges 
associated with the rise in price of the com- 
modity under the plan, and these will tend 
to absorb a larger proportion of the farmer’s 
benefit where numerous processing and 
marketing steps are involved than where 
there are few. Also, the greater the number 
of exchanges through which the commodity 
passes and the longer the time between pro- 
duction and consumption, the less imme- 
diately responsive the farm price is likely 
to be to changes in consumer demand. 

If the effect of the stamp plan is such as to 
result in an immediate increase in the supply 
marketed, there are much stronger grounds 
for giving preference to commodities for 
which the marketing costs arerelatively small. 
The reason is that on the increased part of 
the supply the farmer will receive only that 
share of the consumer’s expenditure repre- 
sented by his normal share of the consumer’s 
dollar. Many commodities, especially of the 
highly processed kinds, such as breakfast 
foods, are capable of quick supply changes. 
If such commodities are put on the surplus 
list, it should be understood that farmers will 
receive only part of what consumers pay for 
the additional part of the supply. 

The same principle applies to long-run 
changes in supply resulting from increased 
production. Insofar as the stamp plan would 
tend to increase farm production, the farmers 
would receive a smaller part of the blue- 
stamp expenditures on the additional supply 
than on the original volume, because the 
total marketing bill for the larger supply 
would be increased. 


NuMBER OF ComMMoDITIES ON SuRPLUS List 


It is evident that the number of com- 
modities on the surplus list will determine in 
large measure the extent of the gain to any 
particular group of producers. If the list is 


short, the added purchasing power repre- 
sented by the blue stamps will be concen- 
trated on a relatively few products, and the 
gains to the producers of these particular 
products will be substantial. If the list is 
long, on the other hand, no single group of 
producers will benefit greatly, as the added 
purchasing power will be spread thin over a 
large number of commodities. 

This is accentuated by the fact that under 
the present arrangement it is impossible to 
prevent some substitution of the blue-stamp 
subsidy for ordinary purchases of the surplus 
foods. Recipients are able to use blue 
stamps for normal purchases of surplus 
commodities, which frees a corresponding 
amount of purchasing power for additions to 
their consumption of nonsurplus foods. In 
the extreme case, if the surplus list is so large 
as to include foods for which the participants 
would ordinarily spend 50 percent of their 
food money, all of their blue stamps could be 
used up on these normal purchases so that, 
in effect, the participants would be free to 
spend their subsidy on any foods they wished. 
In such a situation there might as well be 
no surplus list—producers of the commod- 
ities listed would stand to gain no more by 
the plan than producers of any other foods. 
Benefits to agriculture as a whole would not 
be lessened by this, but they would no longer 
be directed to selected commodities. 

Obviously, therefore, if important benefits 
are to be directed in favor of particular 
producer groups under the stamp plan, it is 
essential that the surplus list be kept short. 
But this will make the plan less attractive to 
consumers. Consumers who are required to 
buy orange stamps will obviously have less 
incentive to participate if the surplus list is 
short or made up of commodities for which 
they do not ordinarily spend much money. 
Certainly few of them will purchase more 
than the bare minimum of orange stamps if 
the extra blue stamps they might thus obtain 
can be spent only for a few commodities. 

The proportion of normal food expendi- 
tures represented by the various surplus 


lists thus far designated under the stamp 
plan is shown in table 16. This proportion 
has varied from about one-fifth to one-fourth 
for the earlier lists to as high as one-third 
for the December 16—June 10 list. 


TaBLe 16.—Approximate proportion of total food 
expenditure going to surplus products among low- 
income nonfarm, nonrelief families, 1935-36 1 





Approximate percentage of 
total food expenditure— 


Commodities 







By families | By families 
receiving less} receiving 
than $500 | $500 to $1,000 
per year per year 
Percent Percent 

IES B UA Re) yon, os See ae Oe a he ee ee 4.8 5.3 
DOP oor = eee ee ae ae 5.7 5.4 
Wibea tfloutee-= = ses = seca eee nen ce 5.3 2.4 
Corntmad terse = ete sae tte ik) oh 
Rite eters ee ae oe e eee eeace 1.0 4 
Peachesseccess—s senna th oeoseeecsesens= 3 av) 
A ELo 9 be a eR a aul aul 
Appleg?oos2-2-- sos scncecssaveessoenes 4 .8 
Oranges en see ee eee es 1.0 16 
Grapemrults= 22 eso sane eceee ee a ail a2 
Dried (prunes 2-4-2 ss sess -5- ena ae 2 2 
WMaisins 2:2 econ sesso ese see eee eee sal ill 
Peas (20 o fo sawsc erence see susceneaesces 4 4 
Tomatoes_-_ 8 L3 
Cabbage. --- 1.0 -6 
Onions Sees sea tennessee tsa ee ss 6 
IDTY: DCADS 22225 o2 non ans awn nensncass 8 5 
Lard eo cssccd- acsenseeescsecsscccclassk 3.7 2.0 
POL Eee ee eee eons eee 9.6 Tak 
Mayol 6-0 ulyel b Stesss=ee se ea 19.1 16.3 
July 16—Sept. 30 list__---...---------- 22.2 18.0 
Octel—_Decalbilisteo2- ees 23.7 18.7 
Hecsw16—J Une LO lists eee anon se 34.7 27.4 


1 Preliminary data based on the Consumer Purchases Study made 
by the Bureau of Labor Statistics and the Bureau of Home Eco- 
nomics with the collaboration of the National Resources Committee, 
1935-36. 


Probably no precise limits can be set as to 
the proportion of normal food expenditure 
that ought to be represented by commodities 
on the surplus list. The shorter the list, the 
greater will be the advantage to producers 
whose products are included, and the less 
will be the incentive of consumers to partici- 
pate. If the list is lengthened, less control 
is possible over the allocation of benefits to 
particular producer groups, although the 
benefits to agriculture as a whole will not be 
diminished. If the surplus list were to 
include commodities for which low-income 
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consumers normally spend as much as half 
of their food budget, this control would 
become entirely nonexistent and no purpose 
would then be served in having two kinds of 
stamps. 

If it is considered essential that the bene- 
fits of the blue-stamp subsidy be limited 
strictly to producers whose commodities are 
on the surplus list, an alternative arrange- 
ment for orange and blue stamps might be 
suggested. At present, the participant buys 
$1 worth of orange stamps and receives 50 
cents worth of free blue stamps. Instead, 
he might be given, say, only 75 cents worth 
of orange stamps for his dollar and a corre- 
spondingly greater amount of blue stamps. 
More specifically, he might be given only as 
many cents worth of orange stamps as he 
would normally spend for the nonsurplus 
food items. He could then still buy as 
much food as before, but all of his blue 
stamps would have to be spent specifically 
on the commodities listed as surplus. 

A numerical example will help to clarify 
the principle involved here. Suppose the 
surplus list includes foods on which the par- 
ticipant would normally spend one-third of 
his food money—in other words that 33 
cents of his normal food dollar would go for 
surplus items and the other 67 cents for 
foods not on the list. (This is about the 
average normal ratio of expenditures of low- 
income families under the current list.) 
Under the present food plan he is supposed 
to receive $1 in orange stamps and 50 cents 
in blue stamps for each $1 of normal expend- 
iture. Thus he is required to increase his 
purchases of surplus foods by only 17 cents 
per dollar of normal expenditure; the remain- 
ing 33 cents of his 50-cent subsidy he is free 
to spend on any food he chooses. Under 
the proposal here outlined, he would receive, 
instead, 67 cents in orange stamps and 83 
cents (33 cents plus 50 cents) in blue stamps 
for $1. The whole of his 50-cent subsidy 
would thus have to be spent on increases in 
his purchases of surplus foods. 

Such an arrangement would doubtless be 
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more difficult to administer than the present 
one because, to take fullest advantage of it, 
the proportions of orange and blue stamps 
would have to be revised whenever extensive 
changes were made in the composition of the 
surplus list. Differences in consumption 
habits, both as between regions and as 
between individual families within regions, 
would also have to be taken into account. 
Some families might be unwilling to par- 
ticipate if required to spend a considerable 
part of their money to buy surplus com- 
modities that they did not want much, 
although most of them would probably not 
react unfavorably if the surplus list were 
fairly long. 

Aside from the administrative problems, 
the desirability of instituting such a plan 
depends on how important it is thought to 
be that the effect of the blue-stamp subsidy 
be limited strictly to the commodities on the 
surplus list. From the standpoint of agri- 
culture as a whole this is not essential and 
may even be undesirable to the extent that 
it tends to prevent production adjustments 
between individual commodities to normal 
consumer demand. It should be understood, 
however, that if the object is to help only 
those commodities on the surplus list, the 
present arrangement regarding orange and 
blue stamps will not be effective if the list is 
very long. 


RELATION OF SurRpPLUs List to Dirrary 
DEFICIENCIES 


One of the best features of the stamp plan 
is that it combines the objective of increased 
farm income with improved nutritional 
standards for low-income families. So far as 
selection of commodities for the surplus list 
is concerned, these two objectives are 
probably complementary in the sense that 
the demand of low-income consumers will 
tend to be most elastic for those commodities 
in which their diets are most deficient. 
Recent studies have shown that their diets 
are especially deficient in such commodities 


as fresh fruits and vegetables, eggs, meats, 
and dairy products; and, at the same time, 
these are the types of commodities for which 


their demand is probably most elastic. 


Since the inception of the stamp plan, the 
administrators have tried to choose the sur- 


_ plus commodities with the consumers as well 


as farm groups in mind. The dietary needs 


of consumers should not, of course, be con- 
sidered to the exclusion of the other factors 
mentioned earlier. But the greater danger 
probably lies in the other direction—of yield- 
ing tostrong pressure from organized groups of 


producers who will insist that their products 
be placed and kept on the surplus list even 
though, from the consumer’s standpoint, it 
is not desirable to include them. 

As a permanent policy, the surplus list 
ought always to include certain classes of food 
chosen by competent nutrition experts as 
those most needed to improve the diets of 
low-income consumers. The administrators 
of the stamp plan could then designate the 
specific items in each food class on the basis 
of price and the other criteria discussed in 
the preceding pages. 
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Costs Under the Food-Stamp Plan 


A criticism sometimes made of the Food 
Stamp Plan is that the distribution of food 
surpluses through the regular trade channels 
costs more than distribution by alternative 
methods, such as direct purchase and dis- 
tribution by the Surplus Marketing Admin- 
istration. Obviously there must be some 
difference in out-of-pocket costs to the 
Government between a system that uses 
normal trade channels and permits consumers 
to buy in their local grocery stores and one 
that buys at or near farm prices and trans- 
ports the commodities to the individual 
State welfare agencies which distribute to 
consumers through central depots operated 
primarily with relief labor. 

The latter program does not pretend to 
offer consumers as much in the way of service 
and convenience as the regular trade chan- 
nels, so that its costs, even including the value 
of the relief labor used, are not comparable 
with those of the stamp plan. Moreover, 
it was never intended that the direct pur- 
chase program would set up a distributive 
system for providing a full line of food 
products and consumer-marketing services, 
nor could this possibly be done without 
adding greatly to the present costs and 
facilities of the Surplus Marketing Adminis- 
tration. A comparison of the costs of the 
two programs as thus far operated can there- 
fore tell little as to the relative Federal 
expenditures necessary to provide com- 
parable services for handling a full line of 
surplus products on a national scale. 

There is a rather widespread misunder- 
standing as to how costs are related to the 
effect of the stamp plan in raising farm in- 
come. Because the farmer gets only about 
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45 percent of the consumer’s dollar, some 
people have assumed that less than half of 
any Federal subsidy used for the stamp 
plan will go to the farmer.” The stamp plan 
might be fully justified even if this were true, 
since both farmer and consumer benefit, but 
the conclusion is incorrect and represents 
a misunderstanding as to how the plan oper- 
ates. What the stamp plan does in the case 
of most commodities is to divert part of the 
supply from one group of consumers to 
another, without any increase in the total 
marketing bill. If the total supply of a 
commodity to be marketed is fixed and if 
there is no increase in unit margins, then all 
of the Federal subsidy goes to the farmer. 
And if the demand of nonparticipating con- 
sumers is inelastic, the benefits to the farmer 
may even exceed the amount of the Fe’eral 
subsidy. (See pp. 17 to 19.) 

~It must also be understood that the com- 
parative cost of the two methods of domestic- 
surplus disposal is not the only factor that 
determines their effect on farm income. 
Regardless of how cheaply or how much of a 
commodity is bought with the Federal 
subsidy, its purchase will have no effect on 
farm income unless it represents a net addi- 
tion to the food expenditures of low-income 
families. As previously pointed out, the 
orange-stamp feature of the stamp plan to 
maintain normal food expenditures of partic- 
ipants in addition to the blue-stamp subsidy 
may more than offset any cost disadvantage 
it may have, so far as farm income is con- 
cerned. In other words, the important con- 


20 For the commodities on the surplus list from December 16, 1939, 
to June 10, 1940, the farmer’s share of the blue-stamp dollar was 
somewhat in excess of 50 percent. 


sideration is not the cost per item but the 
total effect on farm income. 

A further complicating factor is how to 
reckon the cost of the relief labor and facili- 
ties used in carrying out the direct purchase 
program. From the standpoint of over-all 
social efficiency, the objective is to get the 
food supply from farmer to consumer with 
the least possible amount of labor and capital, 
both public and private. If this alone were 
considered, it would clearly be inefficient 
from a social standpoint for the Government 
to set up a separate distributive system to 
handle food surpluses, thereby duplicating 
existing private facilities which are already 
adequate to handle all that is produced. 
On the other hand, much of the additional 
relief labor used in the direct-purchase pro- 
gram would have to be maintained at public 
expense in any case. From this point of 
view, the only social cost of this relief labor 
is the alternative use to which it might be 
put in other public-works projects. 


Costs or Stamp Puan DISTRIBUTION 


Under the stamp plan, the chief cost to 
the Federal Treasury of distributing surplus 
commodities is the value of the blue stamps 
redeemed. On a commodity-unit basis, 
therefore, it amounts to the prices paid in 
the retail grocery store by blue-stamp pur- 
chasers. In addition, there are certain 
costs of administering the stamp plan, 
although these administrative costs are 
limited by law to 3 percent of the total cost. 
No attempt was made in the study here 
reported to ascertain the administrative 
costs because the plan has been in operation 
a comparatively short time and much of 
the expense incurred thus far has been for 
setting up the initial organization. 

The difference between the commodity 
costs to the Federal Government under the 
Food Stamp Plan and under the Direct 
Purchase and Distribution Program will be 
equal roughly to the difference between the 
retail price and the wholesale landed cost 
in carload lots. In other words, the com- 


modity costs of the stamp plan will exceed 
those of the purchase program by approxi- 
mately the gross margin of the retailer plus 
that of the wholesaler. This will vary for 
individual commodities, depending on the 
point at which purchase is made by the Sur- 
plus Marketing Administration. Where pur- 
chases are made direct from growers or at 
country points, the difference in favor of the 
direct purchase program may be even greater 
than indicated above. 

Although cost comparisons made in con- 
nection with this study indicate that for the 
commodities thus far on the surplus list the 
immediate cost to the Federal Treasury is, 
on an average, about one third less under 
the direct purchase program than under the 
stamp plan, it would be incorrect to general- 
ize from this statement without taking off- 
setting factors into account. These cost 
findings are approximately in accord with 
the average combined wholesale and retail 
mark-ups for these commodities, as found 
by the Federal Trade Commission in its 
various margin studies in 1934-35 (table 17). 

No great significance, however, can be 
attached to any average figure, because this 
figure will vary depending on the particular 
commodities involved. The margin range 
for the various items in table 17, for example, 
was from as low as 15 percent for butter to 
as high as 45 percent for some of the fresh 
fruit and vegetable items. With the excep- 
tion of flour, eggs, and butter, which together 
have taken a large proportion of the blue 
stamps, most of the commodities on the 
surplus list thus far have been of the sort 
which are expensive to retail and for which 
the mark-up is comparatively wide. 

To sum up, it can be stated as a general- 
ization that the commodity costs to the 
Federal Treasury under the stamp plan will 
exceed those of the direct-purchase program 
by an amount approximately equal to the 
combined retail and wholesale mark-up. 
This will vary from 15 to 45 percent of the 
retail selling price, depending on the com- 
modity involved. For the commodities on 
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the surplus list thus far, it has cost the 
Surplus Marketing Administration as much 
as one-third less, on an average, under direct 
purchase than under the stamp plan. 


TasLe 17.—Combined retail and wholesale margins 
for specified food products, expressed as a percent- 
age of the retail price} 








Combined Combined 
wholesale wholesale 
and retail and retail 
Commodity margin as a Commodity margin asa 
percentage percentage 
of retail of retail 
prices prices 
Percent Percent 
Blour.s\22. oe U7); Oranges saeecses= == 35 
Packaged rice 2____- Shu PApples sia oe =e 35 
Navy beans ?______ S2i Peaches itzessse = oe 33 
Corn meal ?_______- 3b) ||) Potatoes!saa= ae 26 
Raisins 24 ae St eOrEy Onions) ease. 45 
iPrines|seeeeees se 36 || Cabbage 3_____----- 45 
Butter tenes ee Loa Meats sae. ee- eee 36 








1 These data represent the average of gross mark-ups for chains 
and independents as found by the Federal Trade Commission. 
The gross margin for the chains is the spread between cost and retail 
selling price and usually covers wholesale warehouse costs as well 
as store expenses. For the independents, the margin is the spread 
between the cost to the wholesaler supplying the retailer and the 
retail selling price. 

2 UNITED STATES FEDERAL TRADE COMMISSION. CHAIN STORES, 
[No. 15] 73d Cong., 1st sess. S. Doc. 62; [No. 16] 73d Cong., 1st. sess., 
8. Doe. 69; [No. 17] 73d Cong., 2d sess., S. Doc. 81; [No. 23] 73d Cong., 
2d sess., 8. Doc. 88. 1933. 

8 UNITED STATES FEDERAL TRADE COMMISSION. REPORT OF THE 
FEDERAL TRADE COMMISSION ON AGRICULTURAL INCOME INQUIRY. 
3v. Washington, D.C. 1938. Compiled from pt. I, table 12; pt. II, 
tables 83, 103, 111, 119, 141, and 167. 

4 TOBIN, BERNARD F. WHAT BECOMES OF THE CONSUMERS’ MEAT 
DOLLAR? 97 pp. Chicago. 1936. See table 1, p. 16. 


It should be reiterated that most of the 
difference in cost between the two methods 
is due to the fact that relief labor is used 
in connection with the direct-distribution 
program, and this has been left out of account 
in the above comparison. But even when an 
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estimated fair value of this relief labor is 
added to the commodity costs of the direct- 
distribution program, the total cost is still 
lower than average retail prices prevailing 
under the stamp plan. On the other hand, 
consumers obviously receive more in the way 
of service when they are able to buy in their 
neighborhood grocery store than when they 
must go to central relief depots to receive 
their food. 

Moreover, as pointed out, the relative cost 
of alternative methods of making purchases 
of agricultural commodities is only one of 
the factors to be taken into account in judg- 
ing the effectiveness of a surplus-removal 
program. From the farm viewpoint, the 
effect on income will depend on the amount 
of Federal funds appropriated for various 
types of activity. If the Food Stamp Plan 
is expanded, the main effect will not come 
directly from the subsidy, which might pay 
for about 5 percent of the national food 
consumption, but from preventing extremely 
low prices on the other 95 percent. As com- 
pared with alternative methods, the stamp 
plan offers more inducement to low-income 
people to increase their food consumption. 
In addition, it mobilizes the merchandizing 
efforts of the food trade for the purpose of 
pushing sales of surplus food products to all 
consumers. From the standpoint of the 
consumer, it has the advantage that it per- 
mits wide freedom in the selection of foods 
and a continuation of normal purchasing 
habits. All of these and other factors must 
be taken into account when considering the 
cost of the approach to surplus disposal. 


Effect of the Food Stamp Plan on Retailers, Retail 
Margins, and Employment 


A distinctive feature of the stamp plan as 
compared with other methods of surplus dis- 
posal is that it utilizes existing marketing 
channels in the distribution of surplus 
products. This raises the question as to 
-what effect the plan has had on themargins 
and merchandising policies of retailers and on 
employment conditions in the food industries. 

Several reasons have been expressed for 
expecting that the plan might have some 
effects here. In the first place, the volume 
of food moving through the regular channels 
will be somewhat larger under the stamp plan 
than if the Government were to distribute 
surpluses through separate facilities, as is 
done under direct distribution by the Surplus 
Marketing Administration. Then there is 
the possibility that food handlers might tend 
to follow somewhat different policies with 
respect to margins and merchandising prac- 
tices for surplus commodities sold with blue 
stamps simply because they know that the 
Government and the farmers are anxious to 
move these commodities into consumption as 
rapidly as possible. Such data and _ field 
observations as are available with respect to 
- these questions are given in this section. 


DISTRIBUTION OF THE STAMP BUSINESS 
AmonG Retait Firms 


It has been shown that blue-stamp sales of 
surplus commodities have amounted, on an 
average, to about 4 percent of total food sales 
in the stamp cities. Evenif these blue-stamp 
purchases represented a net increase in food 
sales, it is evident that their volume is not 
large in relation to the total food business and 
hence would not be expected greatly to 


influence total marketing costs and employ- 
ment in the regular channels. 


CONCENTRATION OF THE STAMP BUSINESS 
AS BETWEEN STORES 


The blue-stamp business is not evenly dis- 
tributed among individual retail and whole- 
sale firms. Because of the location of their 
stores or the nature of their business, some 
firms have had a much larger percentage of 
the stamp sales than others. An idea of the 
way in which the blue-stamp business has 
been distributed among individual retailers 
may be obtained from table 18. 

Most of the blue-stamp business is con- 
centrated in the hands of a relatively small 
proportion of the retail stores, according to 
indications found in this table. In the 
experimental cities, 3 to 10 percent of the 
stores are receiving approximately one-third 
of the blue stamps. In most of the cities, 
more than half the retailers have a stamp 
business amounting to less than $40 per 
month, and a few of them receive no blue 
stamps. In stores where this is the case, the 
stamp plan obviously cannot be expected to 
have any appreciable effect on margins, 
merchandising policies, or employment. 

For some stores, however, the stamp busi- 
ness has assumed significant proportions. 
Table 18 indicates that on the average blue- 
stamp sales amounted to more than $200 per 
monthin some 10 percent of the stores, and ina 
few they ran as high as $1,000. For some of 
these stores the volume of blue-stamp sales 
may have been enough to have some influence 
on retail costs, but the proportion of such 
stores to the total is not large. 
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TaBLE 18.—Frequency distribution of retail stores in stamp cities, classified by dollar value of blue stamps redeemed 
per month, showing cumulative percentages 
SS 
Dayton 3 Des Moines ' Rochester 3 Seattle 3 


Birmingham ' Shawnee ' 











Classification of stores 
(dollar volume of blue- 
stamp sales per month) 


Cumulative per- | Cumulative per- | Cumulative per- Cumulative per- | Cumulative per- | Cumulative per- 
centage of— centage of— centage of— centage of— centage of— centage of— 


——— 
a 
| SSS 


Stores | Stamps] Stores | Stamps} Stores | Stamps Stores | Stamps 





More than— Percent | Percent | Percent | Percent | Percent | Percent | Percent | Percent Percent | Percent | Percent | Percent 
[0 ee ee rae 100.0 100. 0 100.0 100. 0 100. 0 100. 0 100. 0 100.0 100.0 100. 0 100. 0 100. 0 
0 Wee eae 83.3 98. 5 52.7 93. 5 73.8 97.2 49.7 91.4 40.3 88. 4 65. 2 96.6 
ee A A 68.3 94. 4 38.8 87.3 50.5 89.7 30. 4 83.3 23. 6 75.1 49.2 91.9 
GOis. 2. naeeanescenaaee 55. 4 88. 5 29.9 80.7 37.6 82.8 27.1 77.4 15.7 64.7 37.7 86.3 
RO a eae eee 45.1 82.0 pei 73.7 29.6 76. 8 22. 2 71. 4 12.5 58.9 29.5 80.7 
1000225 oe ee cae oeeeee 36. 6 75.1 19.6 69.1 24.1 71.5 18.8 66.3 10.1 53.3 23.7 ERS Tl 
120 Se Se eee 30.0 68. 4 15.8 62.9 20.3 69. 0 15.8 60. 5 7.4 45.6 19.6 71.3 
[40 Seen eee eeacee 27.5 65. 4 13.7 58.8 17.1 64.6 13.5 55.3 6.1 37.9 15.9 66. 6 
100 Ace eae sae aceseeses= 22.9 59. 2 10.8 54.0 14.1 59.8 11.6 50. 4 4.2 34.1 15.5 66. 0 
180 26 eae eee 20. 4 55.4 9.3 50.3 11.8 55.6 9.4 44.2 3.3 29.8 13.0 61.9 
Q00 pe eee ee ee iad) 50. 7 8.4 47.5 10.9 53.9 8.5 41.2 2.8 27.4 11.8 59.6 
DO ee Sacasccaeen dene 14.0 43.8 6.9 42.9 9,2 50. 1 6.9 35. 6 1.9 22, 2 8.5 52.6 
DAQ coke aes haneemaan see 11.5 38. 5 6.1 40.1 8.1 47.5 5.3 29. 5 1.4 19. 4 6.8 48.4 
DCD L-com ccaaaeaenee 10.0 34.0 5.7 38. 9 7.9 46.9 4.5 26. 2 1.1 17.3 6.0 46.0 
QS) 2s bes eee ees 8.4 31.1 5.5 38. 2 160) 46.3 3.8 23.0 1.0 16.2 4.8 41.9 
BOO SS cn seen aeeeee ns 7.0 27.4 4.7 34.6 6.9 43.7 2.9 18.7 9 15.0 4.8 41.9 
400 22S cas aataeen 3.3 15.8 2.9 25. 2 4.6 35. 0 110) 6.8 4 10.6 3.6 36. 6 
OQ EME se enna eee 1.4 8.1 1.7 17.5 3.5 29.9 .3 4.9 4 10.6 2.4 30. 4 
C00 ee ee eee al 3.4 1.0 12.2 2.9 26. 2 2 3.3 4 10.6 1.6 25.6 
Ad ee eS ee og ee .3 2.4 1.0 12.2 2.3 21.8 oil 1.4 .3 7.9 8 20. 2 
S00 2 ae nee eae ee ay) 1.4 5 6.7 i Wye 16.7 Ar! 1.4 3 7.9 8 20. 2 
900 See eeree ee een ap) 1.4 .3 4.6 1.3 12.9 oil 1.4 .3 7.9 8 20. 2 








1 For month of October 1939. 2 For month of August 1939. 3 For month of July 1939. 


PRoporTION oF Stamp Business DONE BY 
CHAINS AND INDEPENDENTS 


The proportion of the total blue-stamp 
business going to chain and independent 
stores in 13 stamp cities is shown in table 19. 
The percentage of stamp business going to 
the chains has varied from about 20 percent 
in Des Moines to 58 percent in Bethlehem. 

On the basis of the figures shown, it would 
appear that the chains are not getting so 
large a percentage of the stamp business as 
might be expected from their proportion of 
total food sales. In Rochester, for example, 
the latest available census figures show the 
chains to be doing 41 percent of the total 
grocery business but receiving only about 28 
percent of the stamp business. For the 13 
cities listed in table 19, the independent 
stores were doing 56 percent of the food busi- 
ness in 1929 and were receiving 62.5 percent 
of the blue-stamp business. 
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Several conditions may explain the fact 
that independents appear to have received a 
relatively larger share of the stamp business 
than their share of total food business would 
indicate. The only data available with re- 
spect to the percentage of the total grocery 
business done in these cities by the chains are 
from the 1929 Census of Distribution. Their 
proportion of the business done since that 
time may have changed, although it is not 
likely to have decreased. 

In general, the chains apparently have 
made as much effort as the independents 
(and in some cases more) to get blue-stamp 
business. That they have not had a pro- 
portional share of the business appears to be 
primarily because they do not have many 
stores in the extreme low-income neighbor- 
hoods where relief people do their trading. 
Certainly this was true in Rochester, where 
a tabulation of blue-stamp redemptions, by 
census tracts, indicated that most of the 


blue stamps were spent in localities in which 
the chains had comparatively few stores. 


TABLE 19.—Percentages of blue stamps redeemed by 
chain and independent retailers compared with 
percentages of total food business done by each type 














Independents Chain-store systems 
Oity een Percent- telegere Percent- 
total blue | , 88° Of | | total blue | , 8° of 
stamps ota. ood stamps total food 
redeemed] Ses’ |redeemea| Sales 
Percent | Percent | Percent | Percent 
mochester_..-.-......-.__ 72.4 58. 6 27.6 41.4 
LECT) Oe Ee ee ER a ae 52.8 49.9 47.2 50. 1 
Birmingham._._.._...__.. 64.1 40. 4 35.9 59.6 
SIDED) 2 a ee 65. 2 71.8 34.8 28. 2 
FaARES WHAOG Sooo en Pee! 2003) |oe eee onee Doish || Seer ee 
as NT OiMes 2-2-5... 79.5 69.6 20.5 30. 4 
palt, Lake Oity_._..__...- 62.0 71.9 38.0 28.1 
San Francisco____________ 66. 1 165.0 33. 9 35.0 
ALUN VG pa oe 48.9 43. 2 61.1 57.8 
Bethlehem... .-....:....- 42.2 35.7 57.8 64. 3 
iMiemiphis/s soe 55.4 51.3 44.6 48.7 
PT ON ee eee ee 48.8 57.4 51.2 42.6 
duouisville 3-9-2 _-- 8. 68.6 57.6 31.4 40.8 
AVeragerst o-.ce. 62.5 56.0 38. 5 44.0 





1 Data are from the 1929 Census of Distribution. Total food sales 
are the sum of sales of grocery and combination stores and fruit stores 
and vegetable markets. San Francisco data are from the 1935 Census 
of Distribution. 

4 Includes 1.2 percent classified as ‘‘other.’’ 

3 Sales data include only 98.4 percent of total sales because the 
Census Bureau could not disclose sales of one store. 


EFrect oF Stamp PLAN on Retain MARGINS 


In attempting to evaluate the effect of the 
plan on margins and merchandising policies, 
two steps have been taken. First, from a 
sample of retailers whose records could pro- 
vide the data, margins for certain surplus 
commodities were obtained for a period 
before and during the operation of the plan. 
Most of these data regarding margins were 
necessarily from chain-store systems because 
few independent grocers keep records from 
which margins could be computed for earlier 
periods. In addition, the field men in several 
of the stamp cities, when interviewing re- 
tailers and wholesalers, asked them what 
effect the plan had had on their margin and 


258592°—40——_5 


merchandising policies. The writers are in- 
clined to attach more significance to the 
verbal statements of food handlers regarding 
these matters than to any quantitative 
measurements that could be made. 

There is not much reason to think that the 
added volume of business provided by the 
stamp plan, as operated thus far, would have 
very much effect on general marketing costs 
and margins. Any increase in total sales 
resulting from the plan should have the effect 
of tending to reduce marketing costs slightly; 
but so long as these increases are small, they 
are not likely to be reflected in any significant 
changes in over-all margins. 

That no significant changes in retail mar- 
gins have accompanied the inauguration of 
the stamp plan in the experimental cities is 
indicated by table 20, which shows the 
margins on surplus commodities taken by 
several chain systems and by some inde- 
pendents in four stamp cities for a period 
before and during the operation of the plan. 
The preplan comparison included corres- 
ponding months of the previous year as well 
as the weeks just preceding the beginning of 
the plan. 

Careful examination of table 20 discloses 
that in general no change in margins took 
place when the stamp plan was begun and 
that the level of margins during the operation 
of the plan was not significantly different 
from that of the previous year. In the case 
of a few commodities, notably long-margin 
items of which large quantities are not com- 
monly sold, there does appear to have been 
some reduction in margins by several re- 
tailers when these were added to the surplus 
list. But judging by the experience under 
the stamp plan thus far, its effect on retail 
margins in general has been negligible. 

This general conclusion was borne out by 
the reports of field men after interviewing 
numerous retailers and wholesalers in the 
stamp cities. 
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In Rochester, the field men interviewed 
some 50 retailers on this point. One man 
reported: 


The feeling was almost unanimous (on the part 
of the trade) that there was no specific price policy 
maintained with respect to food stamp commodities 
or other products. In fact, the people interviewed 
felt that there was no change at all in price policy 
over the last year. Some stated that they had run 
specials on surplus products this year with the hope 
that they might attract more stamp business, but 
they would not state that these same products were 
not on sale at the same time last year. * * #* 


In Des Moines, one of the field repre- 
sentatives summed up his conclusions re- 
garding the effect of the stamp plan on 
margins as follows: 


It is my observation that there was no change in 
pricing policy attributable to the stamp plan except 
in some of those stores which had a large volume of 
blue stamp business. Those stores doing a large 
volume of stamp business may be divided into two 
categories, each of which tended to behave some- 
what differently with respect to price policy under 
the stamp plan—(1) the cash and carry stores, 
including the chains; and (2) a numerically smaller 
group of the larger neighborhood credit stores 
located in low-income shopping areas. 

For chain and cash-and-carry stores, the plan 
does not appear to have had any material effect on 
the general level of margins, although it may have 
been a contributing factor in shifting the commodi- 
ties that are featured weekly. Probably the faster 
moving blue-stamp commodities, such as butter and 
eggs, were used as price leaders more often after 
the plan than before, and some of the slower mov- 
ing items which were rarely featured before the 
plan were occasionally used after they were put on 
the surplus list. But there is no conclusive evidence 
that the margins in this group of stores for the entire 
list of surplus commodities had been significantly 
reduced after the inauguration of the plan. 

When the proportion of their cash business had 
increased sharply after the inauguration of the 
plan, to attract the stamp trade the low-income 
neighborhood service stores began to lower margins, 
particularly on the faster moving surplus items 
such as butter and eggs. In some instances retail 
prices were cut as low as or below the wholesale 
purchasing price. The degree in which this practice 
prevailed in the individual stores depended on the 
particulars of the general managerial policy. In 
general, those stores that charged a dual price 
policy, credit prices being higher than cash, and 
that had a greater proportion of credit business and 


62 


transient trade were the ones that cut prices most 
after the plan went into effect. One of the smaller 
stores in the retail sample instituted a 2-price system 
by selling surplus commodities at lower prices to 
the stamp plan participants than to its regular 
customers. 


Not only is it apparent that no very 
significant change in retail margins for sur- 
plus commodities accompanied the stamp 
plan during its first year of operation in the 
experimental cities, but there does not seem 
to be much reason to expect a narrowing 
of such margins unless definite steps are 
taken to bring it about. 

Should the Department of Agriculture 
choose to secure a reduction of marketing 
spreads under the stamp plan, several things 
might be done. First, it might be pointed 
out to the trade that any reasonable reduc- 
tion of margins for surplus commodities 
would benefit both farmers and consumers 
and that the Department would welcome 
whatever cooperation could be given in this 
matter. There is some precedent for the 
Department’s urging the trade to handle 
surplus commodities as cheaply as possible, 
as it has been done for citrus fruit and several 
other commodities of which there was a sur- 
plus during the last few years. Many mem- 
bers of the trade would probably respond to 
such a request in an emergency situation, 
although the mere exhortation to reduce 
margins can hardly be expected to insure 
their reduction.” 

If the Department of Agriculture wishes 
to go further than this, there is a simple 
method by which reduced marketing charges 
may be secured on commodities purchased 
with blue stamps; that is, blue stamps 
turned in by retailers may be redeemed at 
something less than their face value, say 5 or 
10 percent less. This possibility was con- 
sidered before consultation with the food 
trade prior to the inauguration of the stamp 
plan program, but it was decided to rely 

50 Since this section of the report was written, the Surplus Market- 
ing Administration has instructed the local administrative officials 
of the stamp plan to urge food handlers voluntarily to keep margins 


for surplus commodities as low as possible and to make every effort 
to merchandise them effectively and push their sale. 


rather upon competition and suggestion to 
keep margins at a minimum. 

A further extension of the scheme might 
involve competitive bidding on the part of 
retailers with respect to the discounts they 
were willing to allow, the blue-stamp business 
being given to those firms that offered the 
largest concessions to the Government. 
Competitive bidding of this kind, however, 
would probably be less acceptable to members 
of the trade than a flat discount applicable 
to all retailers. With competitive bidding, 
the firms that got the business would be 
thought by their competitors to have re- 
ceived a valuable concession from the 
Department of Agriculture and some criti- 
cism from trade groups might ensue. 


MERCHANDISING POLICIES FOR SURPLUS 
CoMMODITIES 


In addition to the increase in purchasing 
power provided by the blue stamps and 
directed toward surplus commodities, it had 
been hoped that the plan might tend to in- 
crease the sale of surplus commodities among 
all consumers through more vigorous sales- 
promotion efforts on the part of trade and 
retail groups. 

Perhaps no general statement can be made 
as to the effectiveness of the merchandising 
and promotional efforts that retailers have 
put behind the sale of blue-stamp commodi- 
ties. With respect to questions of this kind, 
reliance has had to be placed largely on the 
judgment and observations of the field staff 
rather than on any statistics that could be 
obtained. Moreover, there would naturally 
be great variation on the part of individual 
firms with respect to the kind and effective- 
ness of their merchandising policies for 
surplus commodities. 

When the plan first went into operation in 
each city, there was almost unanimous co- 
operation on the part of wholesalers and 
retailers in trying to explain it to consumers 
through newspaper advertising and by per- 
sonal explanation in the stores. Many of the 
grocers arranged special displays of surplus 


commodities and featured these commodities 
prominently in their advertising. Some had 
special signs printed and displayed them 
freely in their stores, listing the surplus 
commodities and urging consumers to buy 
them. A few merchants tried putting all 
the surplus commodities together in one part 
of the store so as to facilitate their selection 
and purchase, but this was not altogether 
successful because many nonrelief customers 
were loath to be seen buying these commodi- 
ties lest their acquaintances think them to 
be relief recipients. 

In Dayton the field staff made a study of 
the merchandising policies followed with 
respect to surplus commodities. A summary 
of the report follows: # 


Advertising and sales promotion under the stamp 
plan falls into two categories: that which was con- 
ducted in the store itself and that done through 
newspapers and handbills. During the first part of 
the program there was a good bit of the first type. 
Practically every cooperating grocer displayed the 
“grocer’s pledge” in his window or in some other 
prominent place. Many of them had either special 
handbills or printed lists stating that surplus com- 
modities were stocked in the store * * *. In 
some cases the prices of the surplus commodities 
were posted, but this was not the general rule. 


There was little or no display of the surplus com- 
modities in a group, as was tried by some stores in 
Rochester, or with signs identifying them as special 
commodities. Store advertising in general was 
confined to the announcement that stamps were 
redeemed, that the commodities were stocked, and 
that special prices were to be had on some of them. 


* * * The retailers have made little effort to 


outline the opportunities offered by the stamp plan, 
even in cases where they know their customers are 
eligible for participation. * * * In many cases 
the grocer has not even stressed the uses of surplus 
commodities in an effort to increase his sales. 


When an analysis was made of the advertising 
conducted through the medium of newspapers, it 
was discovered that of some 600 retail stores in the 
city, a comparatively small proportion advertise in 
the daily papers. * * * In practically all cases 
during the first few weeks, the larger stores published 
announcements that they redeemed stamps, stocked 
the surplus commodities, and sold them at low 
prices. 


31 Special Report on Retail Advertising prepared by F. Gordon 
Straka and submitted on September 26, 1939. 
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* * * As the plan has gone along, a decrease 


in the amount of advertising efforts is noticed. The 
promotion in the stores consists of the same ‘‘grocer’s 
pledge,’”’ but they have now become rather dog- 
eared and have slipped to less prominent places. 
Many of the stores still display the list of surplus 
foods, but it is typical that the additional com- 
modities have been printed on the margin with 
pencil. There is little or no effort on the part of 
clerks to push the specific commodities, and often 
they are mentioned only if the store happens to be 
using them as price leaders. In other words, to all 
intents and purposes they are being treated in the 
same manner as nonsurplus goods and their mer- 
chandising is the same. * * * 

Among the factors which tend to account for the 
failure of retailers to merchandise surplus com- 
modities more vigorously are (1) “‘that the percent- 
age of total stamp business to total retail business 
is small. * * * and this small potential in- 
crease does not warrant any large expenditure to 
secure it;’”’ and (2) the novelty of the plan has worn 
off and in many cases grocers are discovering that 
they overestimated the amount of increased business 
the plan would mean to them. 


Without doubt many retailers, and es- 
pecially those who do not get much blue- 
stamp business, are not putting any special 
effort into pushing the sale of blue-stamp 
commodities. Moreover, as the novelty of 
the plan wears off, there will probably be less 
and less inclination on the part of many 
retailers to make special efforts of this sort 
unless they see a direct gain for themselves 
in so doing. 

That there may, however, be some possi- 
bility of securing increased sales through more 
active trade promotion is indicated from 
recent experience in Salt Lake City. During 
the period January 22 to 27, a Surplus Foods 
Week was held, featuring the commodities on 
the surplus list. The results were summar- 
ized by the field representative as follows: 

In our sample of 50 stores (all kinds—a little less 
than one-tenth of the total) surplus foods sales for 
the week of January 15 to 20 were taken as the norm, 
or 100 percent. The next week, during our surplus 
foods drive, the sales increased by 8.65 percent. 
Blue-stamp users bought 18.85 percent of the total 
in the week of January 15 to 20. Their purchases, 
counted as 100 percent for this week, increased by 


9.65 percent during the surplus foods week. Cash 
buyers bought 8.42 percent more of surplus foods 
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than in the previous week. These figures are in 
dollar values, taking the units tabulated at their 
average retail price. Disregarding the money value, 
the sale of units for several of these items increased 
by several hundred percent; but by converting them 
all into dollars, we still get the substantial increases 
for the whole set of surplus foods mentioned here. 


EFFrect oF STAMP PLAN ON PRIVATE EMPLOY- 
MENT IN Foop DistTRIBUTION 


One of the advantages claimed for the 
stamp plan is that it does not duplicate exist- 
ing marketing facilities and so tends to bring 
about a fuller use of these facilities than if 
surplus foods were distributed by an agency 
set up for that purpose. Some proponents 
of the plan have believed that it might result 
in greater private employment in food 
distribution because of the added volume of 
stamp business. 

It should be understood at the outset that 
the objectives of reduced marketing costs and 
ereater employment as a result of the stamp 
plan are not exactly consistent with each 
other. If food surpluses can be handled in 
the regular channels without additional 
facilities and personnel, then the per unit 
marketing costs will tend to be lowered some- 
what because the same total marketing bill 
will be spread over a larger volume of sales. 
But if the handling of these surpluses requires 
retailers to employ more people or add to 
their facilities, then obviously their total 
costs have been increased and their per unit 
costs will be lowered little, if any. 

To ascertain whether or not the stamp plan 
has had any effect on employment, the field 
men in the experimental cities were instructed 
to interview a number of wholesalers and 
retailers on this point. A summation of their 
reports follows. 

In Rochester, the field men interviewed 
about 25 retail and wholesale firms. They 
reported: 

None of the people interviewed experienced any 
increase in employment because of additional sales 
under the plan. All expressed the idea that grocery 


store staffs were capable and flexible enough to 
meet an increase in business up to 50 percent without 


any increase in help. None has had that much in- 
crease in business. 


Conclusions of the Dayton field staff were 
substantially the same as those of the 
Rochester staff. 


Every individual interviewed was asked whether 
there had been an increase or decrease in the person- 
nel of his organization, or in some other unit of 
which he knew. He has also asked whether he had 
any opinions as to reasons for this change or lack of 
it. Every precaution was taken to avoid ‘putting 
the answers in the questionee’s mouth’ * * *, 

With few isolated exceptions, consisting mostly of 
part-time clerks, it was discovered that the Food 
Stamp Plan has had no effect on employment in the 
wholesale and retail food outlets in this city. There 
has been an increase in the volume of total sales of 
many stores, but it has not been large enough to 
necessitate a measurable increase in personnel. * * * 
Reasons why the stamp plan has not led to any in- 
crease in employment are: (1) The increase in busi- 
ness per unit has been relatively small; (2) the in- 
crease has been in average purchasing power rather 
than in number of customers; (3) the stamps have 
proved to be a very efficient medium of exchange; 
(4) the preplan capacity of the average retail unit 
has been adequate to handle the increase; and (5) 
the small retailer is reluctant to increase the number 
of his clerks. 


A representative at Des Moines indicated 
that his observations did not lead him to 
think that the stamp plan has had any ap- 
preciable effect on employment, except in 
isolated cases. His statement runs as follows: 


Only those large stores that are in the upper 10 
percent of stamp receivers in the city have been so 


appreciably affected by the plan that additional help 
has been hired. For the other stores there has been 
no noticeable effect of the stamp plan on employ- 
ment because of the flexibility of the employing 
UT Geert 

The direct effect of the stamp plan on employment 
in the wholesale food industry was obscured by a 
number of factors—seasonal employment changes, 
the Wage and Hour Act, the September war boom, 
etc. The limiting factors to any upward trend in 
employment as a result of the stamp plan were 
that * * * foods sold for blue stamps were but a 
very minor proportion of total sales for each firm, 
and that the personnel employed by the firm before 
the plan could handle a substantial increase in 
business. * * * 

A canvas of retail firms employing a total of 188 
persons indicated that 18 of the firms employed no 
additional help after the stamp plan went into 
effect, but that three firms did add an additional 
clerk attributable to the plan. 


These comments indicate that the Food 
Stamp Plan has not affected employment 
significantly in the areas where it is now oper- 
ating. The marketing system is quite flexible 
in the sense that retailers and wholesalers 
can add considerably to the volume of their 
business without employing additional help. 
There may be some exceptions, notably 
among food processors whose labor supply 
varies closely with changes in output; but it 
is doubtful whether any added business at- 
tributable to the stamp plan will cause many 
firms to add to the number of persons already 
employed. 
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Effect of Food Stamp Plan Upon Diets of Low-Income 
Families, Dayton, Ohio, 1939” 


The influence of the Food Stamp Plan 
upon dietary patterns of low-income families 
was studied in Dayton, Ohio, in the late 
summer of 1939 at the request of the Surplus 
Marketing Administration. 


SUMMARY OF STUDY 


Since expenditures for food and food pur- 
chases are affected by both income and 
household composition, the plan of the study 
involved a comparison of the content and 
nutritive value of diets of groups of families 
similar in household size and income distri- 
bution—groups participating in the stamp 
plan with those not participating. The 
basic data were obtained through the cooper- 
ation of more than 1,500 randomly selected 
white families of definite household composi- 
tion from Surplus Marketing Administra- 
tion files, W. P. A. pay rolls, and applicants 
awaiting certification for public assistance. 

The most significant difference found 
between participants and nonparticipants 
of comparable economic status in the con- 
tent of diets was the higher consumption of 
eges, butter, and fruit by participants. There 
was also a tendency, however, toward a 
slightly higher average consumption among 
participants of most of the items on the sur- 
plus list and of most of the major classes of 
food. There was no indication that the 
consumption of surplus commodities in the 
quantities and varieties chosen caused any 
significant decrease in the consumption of any 


# Prepared by Dr. Hazel K. Stiebeling, Sadye Adelson, and others 
of the staff of the Family Economics Division, Bureau of Home 
Economics. 
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major group of foods, although it may have 
occasioned some shift in the consumption of 
commodities within food groups. 

The average nutritive value of diets of 
both participants and nonparticipants in- 
cluded in the study tended to meet specifica- 
tions for satisfactory diets, except among 
nonparticipating families spending less than 
$1.50 per person per week for food. Too 
much satisfaction, however, should not be 
derived even from fairly generous average 
figures. Averages do not reflect the varia- 
tions within the data. Previous studies 
based on records of food consumption indi- 
cate that a large proportion of families at 
low or average food-expenditure levels may 
have diets that fail to provide minimal 
quantities of nutrients, even though aver- 
ages would indicate a food supply generous 
enough to provide a wide margin of safety 
beyond the average minimal requirements 
for maintenance. It would be a mistake, 
therefore, to conclude from the averages pre- 
sented that the diets of all of the participants 
and those of the more well-to-do nonpartici- 
pants were satisfactory from the standpoint 
of nutrition. 

The nutritive value of diets of partici- 
pants was significantly higher than that of 
nonparticipants in vitamin A and in ascorbic 
acid (vitamin C), and there was a tendency 
for the diets of participants to be more 
generous in every nutrient considered. 
Among participants, the provision for cal- 
cium was less generous relative to need than 
for other nutrients. Among nonparticipants 
with relatively low food expenditures ($1.00- 
$1.49 per person per week) average values 


were low for calories, protein, calcium, and 
vitamin A. 

The point at which the diets of both par- 
ticipants and nonparticipants were most in 
need of reinforcement, calcium, was not 
much affected by participation in the stamp 
plan. The list of surplus foods authorized 
for August and September 1939 did not in- 
clude any food that makes a significant con- 
tribution to the calcium content of diets, as 
would be the case had the list included milk 
in some form or certain green, leafy vege- 
tables. 

During the weeks covered by the study— 
a period shortly after the inauguration of the 
program—not all participating families that 
could afford it were taking full advantage of 
the stamp plan to maximize their consump- 
tion of surplus foods. Average expenditures 
for food (cash or orange stamps) by all par- 
ticipants included in the study amounted to 
$1.66 per person per week. Thus many 
families were spending more for food than 
the maximum that could be invested in 
orange stamps according to the plan ($6 
per person a month or $1.39 per person a 
week). The average value of food ob- 
tained with blue stamps was only 46 cents, 
however—much less than the amount (69 
cents per person a week) that would follow 
maximum participation in the plan. How- 
ever, the foods reported as obtained with 
blue stamps accounted for more than 90 
percent of the participants’ purchases of 
surplus foods and amounted to a little more 
than one-fifth of the total money value of 
the entire food supply. 


Famitirs INcLupED In Srupy 


The study, carried out in August and 
September 1939, was limited to definite popu- 
lation groups with respect to color and house- 
hold composition within three categories by 
type of participation in the stamp plan. 
Classified by participation, the three groups 
of families included: 


(1) Families with W. P. A. employment that 
chose to buy for each family member from $4 to $6 


worth of orange stamps a month (good for any food) 
in order to receive free blue stamps good for surplus 
foods—50 cents’ worth for each $1 worth of orange 
stamps purchased. 

(2) Families that received grocery vouchers from 
the city’s Department of Public Assistance and were 
given $2 worth of blue stamps a month for each 
family member. 

(3) Low-income families that were not participat- 
ing in the stamp plan. This third group was com- 
posed of families that were eligible for participation 
but for some reason had not begun to participate, of 
families that had once been eligible for the program 
but had become ineligible because of a change in 
relief status, and of families awaiting certification 
for relief. 

The study was limited to white families 
and to those that fell into one of the following 
three broad household-composition classes: 

(1) Two-person households, with no persons under 
16 years of age. 

(2) Three- or four-person households, each with 
two persons 16 or more years of age and one or two 
persons under 16 years. 

(3) Five-, six-, or seven-person households, each 
with at least two persons 16 or more years of age 
and at least one under 16 years. 


Data AND PLAN or ANALYSIS ®° 


Field workers, trained to help housewives 
to recall the facts needed to fill the schedules, 
interviewed each family and obtained, in 
accordance with detailed and written instruc- 
tions, the family’s best estimate of its con- 
sumption of food during the preceding 7-day 
period, the persons fed from the family’s food 
supply, and the family income (in money and 
in kind) for the preceding month. 

Altogether, schedules showing income, 
household composition, and food consump- 
tion were filled for 1,582 households. Many 
families participating in the stamp plan were 
ineligible for the study owing to the admin- 
istrative decision to omit those receiving 
Social Security benefits, as well as those 
ineligible because of the color and household- 
composition requirements that had been set 
up. The proportion of the total number 
interviewed that were eligible but that 


33 This is discussed in greater detail in the appendixes, pp. 96 to 
98. 
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refused to cooperate in filling a schedule was 
less than 6 percent. 

Data on income and household composi- 
tion regarded as reliable were obtained from 
1,561 households—699 participating on the 
orange- and blue-stamp basis, 526 participat- 
ing on the grocery-voucher, blue-stamp basis, 
and 336 nonparticipating households. From 
these were obtained 1,382 schedules re- 
garded as suitable source material for a study 
of food consumption and expenditures: 573 
from orange- and blue-stamp participants; 
503 from grocery-voucher, blue-stamp par- 
ticipants; and 306 from nonparticipants. 
Thus schedules were rejected because of 
internal evidence of untrustworthiness from 
18 percent of the orange- and blue-stamp 
participants, 4 percent of the grocery- 
voucher, blue-stamp participants, and 9 per- 
cent of the nonparticipants. 

The plan for analysis was determined by 
the purpose of the study—to compare diets of 
groups of stamp-plan participants with those 
of nonparticipants comparable in household 
composition and income. The comparison 
was made with respect to: (1) Consumption 
of the 14 commodities designated as surplus 
foods** in August and September 1939; 
(2) consumption of the 14 major classes of 
food comprising the diet; and (3) the nutritive 
value of the diets. 

The distribution of families cooperating in 
the study, by household composition and 
income, is shown in table 38. Participants 
with W. P. A. employment were distributed 
by income much like nonparticipants with 
W. P. A. employment. Incomes of families 
receiving relief from the Department of Pub- 
lic Assistance tended to fall below those hay- 
ing W. P. A. employment. The average 
income (money and nonmoney) of partici- 
pants with W. P. A. employment amounted 
to about $72 a month; of participants receiv- 
ing relief from the Department of Public 
Assistance, $45. The average income of the 


34 The list included butter, shell eggs, dry beans, dried prunes, 
wheat flour, whole wheat (graham) flour, corn meal, rice, cabbage, 
fresh tomatoes, fresh green peas, onions (except green onions), fresh 
peaches, and fresh pears. 
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nonparticipating group amounted to about 
$67 a month. The proportion of the last- 
named group of families with incomes of $75 
or more a month was as high as among 
W.P. A. participants, but the proportion with 
incomes under $50 was much larger. 

There were differences, too, among those 
cooperating in the study in the proportion 
of the families that were of each of the three 
household-composition types. Almost one- 
fourth of the W. P. A. participants were two- 
person families; the others were about equally 
divided between three- or four-person and 
five-, six-, or seven-person households. Also 
about one-fourth of the participants receiving 
relief from the Department of Public Assist- 
ance consisted of two-person households; 
about one-third were three- or four-person 
households, and almost two-fifths were five-, 
six-, or seven-person households. The non- 
participants included relatively more two- 
person families than did either group of 
participants—almost one-third fell in the 
two-person class—and they included fewer 
of the large five-, six-, or seven-person house- 
holds—less than one-third of their total 
number as compared with about 40 percent 
in each of the participating groups. 

This study, omitting as it did all Negro 
families and all white families of eight or 
more persons, undoubtedly represents fam- 
ilies of higher economic status than that 
portion of the Dayton population that was ~ 
eligible for stamp-plan participation. This 
fact should be kept in mind in interpreting 
the information presented on both income 
and expenditures for food. 


Diets oF ORANGE- AND BLUE-STAMP 
Participants (W. P. A. Workers) Com- 
PARED Wits THose or NONPARTICIPANTS 


Both household composition and income 
influence customary expenditures for food. 
Food consumption and dietary levels of 
orange- and blue-stamp recipients (W. P. A. 
employees) and those of nonparticipants are 
compared on the basis of data from 247 


families in each group that could be approxi- 
mately matched with respect to household 
size and income. The total number was 
limited by the relatively small number of 
cases in the nonparticipating group as a whole 
as well as by the infrequency with which 
W. P. A. participants were found in the 
lowest income brackets. 

Each group of families in the matched 
comparison was distributed by household 
composition and income as shown in table 21. 
The two matched groups, averaging about 
four persons per household, had incomes 
averaging just under $75 a month (table 22). 
The participants obtained an average of 


TABLE 21.—Distribution by income and household 
composition of families in each matched sample 
group (Dayton study) 




















Three- or | Five-, six-, 

Family income per month |Two-person| four-person| or seven- 

(in dollars) households | households person 

households 

Number Number Number 
5-10 cere Oe Se 17 16 13 
(Urs ibe he oe ea ae i Se 29 41 44 
eS eye pa Sg SO ee A 11 21 12 
LOO‘or oO Verses. ano se eee ee 2 0 16 27 
Totalieeecene 2. eee 57 94 96 


$2.04 worth of food per person per week for 
cash and stamps; the nonparticipants, $1.78. 


TABLE 22.—Average household size, income per month per household, and money value of store-purchased food 
per person per week for households participating with orange and blue stamps and nonparticipating house- 
holds, comparable in household composition and income distribution, Dayton, Ohio, August-September 1939 


Average income per 


Average money value of food per per- 
son per week obtained through com- 









































month ? mercial channels 
Average 
Participation, household composition, and family House- Ce Z Food reported as 
income per month holds F a obt ained— Foods 
oe Der nt on sur- 
poate Total |Money| Other ad plus list, 
For cash Won plue for cash 
or orange | “stamps |OF Stamps 
stamps iy 
All households: Number | Number | Dollars | Dollars | Dollars| Dollars| Dollars | Dollars | Dollars 
Participating (orange and blue stamps) - - --------- 3 247 3.97 74 67 7 2. 04 1.61 0. 43 0. 47 
INonparierpatings. soo e- . 2 6.32282 seas se ssssess 3 247 3. 96 73 69 4 1.78 1.78 . 00 ol 
All incomes combined for households of— 
2 persons: 
Participating (orange and blue stamps) ------- 57 2.00 61 55 6 2.79 2, 21 . 58 . 64 
INGMDAKHGIPAtING = . 2.42 25.--- 6 Sassen cescoeeae 57 1.98 58 54 4 2. 41 2. 41 .00 . 46 
8 and 4 persons: 
Participating (orange and blue stamps) - - ----- 94 3. 35 74 69 5 2.17 1.73 44 . 49 
INGHDarblelpabing -2. 52-2225. 2.524 32 e222 ee 94 3. 35 75 71 4 1.98 1, 98 .00 ABP 
5, 6, and 7 persons: ; 
Participating (orange and blue stamps) - -_-_-_- 96 5. 75 81 72 9 1,79 1.39 -40 43 
INOnpakticl paling jee sen a= Soh ae eee 96 5.72 81 76 5 1, 54 1, 54 .00 27 
All household types combined, with incomes per 
month of— 
$25-$49: 
Participating (orange and blue stamps) - ------ 46 3. 44 43 35 8 1.96 1, 63 . 43 . 61 
INonparticipating as 262-2222. 2 2222-25 = fo = 46 3. 49 38 33 5 1,74 1. 74 .00 .3l 
$50-$74: 
Participating (orange and blue stamps) ------- 114 3. 94 62 57 5 2.01 1.57 44 47 
NOnparticl paling sesh = sass owe oe 114 3. 88 62 59 3 1.65 1.65 . 00 . 30 
$75-$99: 
Participating (orange and blue stamps) - ------ 44 3. 73 87 81 6 2. 25 1.78 47 . 49 
INonpalticipaling ses. .6. eee cae 44 3. 68 86 80 6 2.01 2.01 - 00 84 
$100 or over: 
Participating (orange and blue stamps) - - ----- 43 4.85 124 115 9 1.97 1.58 . 39 41 
INOUDALLIGIDALING 9) see = seen saan =a — 43 4.94 127 123 4 1.90 1.90 . 00 . 30 








1 Based on the number of persons fed from the family food supplies during the week of the study. 


2 Excludes value of blue stamps received. 


3 Distribution by income and household composition of the 247 households in each group of the matched comparison is shown in table 21. 
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The former group obtained 47 cents’ worth of 
foods on the surplus list per person per week, 
amounting to almost one-fourth of the money 
value of their entire food supply; the latter 
only two-thirds as much, 31 cents’ worth, 
amounting to less than one-fifth of their 
money for food. 

Classified by household size, households 
showed a tendency to decrease per capita 
expenditures for surplus foods as size in- 
creased, but the decrease was relatively less 
for participants than for nonparticipants. 
Classified by income, both participating and 
nonparticipating households showed a tend- 
ency as incomes rose to allocate a smaller 
proportion of their money for food to the 
items on the surplus list at the time of 
the study. 

Expenditures of participants for all foods 
on the surplus list were higher than the 
purchases they reported as made with blue 
stamps, averaging 47 cents as compared with 
43 cents. There may have been a tendency 
toward omissions in reporting which of the 
foods on the surplus list purchased were 
obtained with blue stamps.* 


CONSUMPTION OF FOODS LISTED AS SURPLUS 


Participation in the stamp plan led to 
marked increases in the consumption of 
surplus foods. Forty-three percent of the 
families participating on the orange- and 
blue-stamp basis and included in this matched 
comparison, consumed 50 cents’ worth or 
more of surplus foods per household member 
during the week of the food study. Only 
17 percent of the nonparticipants reported 
50 cents’ worth or more per member, The 

35 In interpreting the figures in table 22, it should be pointed out, 
however, that household size of families cooperating in the study 
was measured by number of persons fed during the week of the 
diet study (total meals divided by 21). This figure for W. P. A. 
participants tended to differ somewhat from the number of family 


members for whom orange stamps were purchased, as is shown 
below: 


Household size 
(found in diet 
study) divided 
by family size 
as recorded in 


Household size, in persons 


8. M. A. ree- 
ords 
pee Pee pe re aye ee 0. 96 
5 ee ee eyelet 1.00 
ipa Foe Son oe ees ee ones ee nee ee 1, 04 
eae ee PR 1,12 
Gon cocoon ance seen saa nesce re tccee: eee eee 1.13 
(a snc saauenscosccs scone esses oe eee ee eee 1.19 


TaBLe 23.—Proportion of households participating with orange and blue stamps and nonparticipating households, 
comparable in household composition and income distribution, consuming the 14 foods listed as surplus, 
and the average weekly consumption of these households, Dayton, Ohio, August-September 1989 


























Grain products Vegetables Fruits 
Participation, household onses But- 
composition, and famil E 
near per month ¥ | holds em] ee White oe Corn Rice Cab- | Fresh | Dry | Dry iy Tesh Eresh Fresh | Dried 
flour | “four | meal bage | peas | onions| beans rpms aps “| pears | prunes 
All households: 
Participating (orange No. | Pct. | Pet. | Pet.) Pet. Pet. | Pet. | Pet || Pet | Pets) Pet Pct | ct ec eee 
and blue stamps) _-_____ 1247 98 96 96 0 26 37 57 20 76 58 91 70 17 15 
Nonparticipating________ 1 247 92 82 98 0 20 29 47 4 72 45 89 39 6 6 
All incomes combined for 
households of— 
2 persons: 
Participating (orange 
and blue stamps) -____ 57 95 95 93 0 23 32 55 vi 66 48 86 68 18 ll 
Nonparticipating_____- 57 93 84 98 0 12 30 39 5 77 33 88 49 12 2 
3 and 4 persons: 
Participating (orange 
and blue stamps) ___- 94 99 100 96 0 22 35 53 24 72 54 94 69 23 14 
Nonparticipating______ 94 94 82 98 0 16 26 48 5 69 40 90 37 4 11 
5, 6, and 7 persons: 
Participating (orange 
and blue stamps) --_-_- 96 99 94 99 0 30 42 62 22 86 67 93 71 9 18 
Nonparticipating_____- 96 91 81 97 0 28 31 51 2 72 55 89 34 3 5 

















1 Distribution by income and household composition of the 247 households in each group of the matched comparison is shown in table 21. 
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TABLE 23.—Proportion of households participating with orange and blue stamps and nonparticipating households, 
comparable in household composition and income distribution, consuming the 14 foods listed as surplus, 
and the average weekly consumption of these households, Dayton, Ohio, August-September 1989—Continued 













Grain products Vegetables Fruits 
Participation, household ares | Sima aa | ae 
weep -7~ |House- But- 
composition, and family Eggs 
income per month holds ter | white wee Corn | Rigg | Cab- | Fresh | Dry | Dry pide re Fresh | Dried 
“gue meal bage | peas | onions} beans nas Pp a pears | prunes 





All household types com- 
bined, with incomes 
per month of— 

$25-$49: 


Participating (orange | No. | Pct. | Pct. | Pct. | Pct. | Pet. | Pet. Pet. | Pet. | Pet. | Pet. | Pet. | Pct. | Pet. | Pet. 











and blue stamps) ____ 46 96 93 91 0 33 31 42 11 64 49 84 60 16 li 
Nonparticipating______ 46 93 85 96 0 26 24 35 2 70 50 83 37 4 af 
$50-$74: 
Participating (orange 
and blue stamps) ____ 114 99 95 98 0 27 42 61 16 75 64 91 68 14 16 
Nonparticipating______ 114 89 76 99 0 19 32 48 4 71 47 86 35 5 7 
$75-$99: 
Participating (orange 
and blue stamps) ___- 44 98 100 95 0 20 39 61 30 82 55 95 84 30 20 
Nonparticipating__ ____ 44 93 89 100 0 18 27 50 7 68 39 98 39 7 7 
$100 or over: 
Participating (orange 
and bJue stamps) ____ 43 98 100 98 0 19 28 58 28 86 53 95 70 12 9 
Nonparticipating______ 43 98 88 93 0 16 26 53 5 81 37 95 51 7 5 
All households: 
Participating (orange Doz. Lb. Db. Db. Db. Db. Lb. Db. Lb. Lb. Lb. Lb. Db. Db. 
and blue stamps) ______ 1 247 2.39 1. 59 3. 36 0. 00 0. 44 0. 44 2.78 0. 46 1,37 1.03 5, 72 4.11 0. 52 0. 22 
Nonparticipating________ 1 247 17k 1.05 3.10 . 00 . 62 . 29 2.05 .07 1, 25 . 80 5. 37 1.61 15 07 
All incomes combined for 


households of— 
2 persons: 
Participating (orange 




















and blue stamps) ___- 57 | 1.54] 1.08] 2.21 . 00 . 38 .382 | 2.47 .14] 1.00 .59 | 3.60} 3.24 - 62 .16 
Nonparticipating______ 57 1.16 sat 1, 43 . 00 ah . 24 BAL . 08 .97 . 39 3. 92 2. 08 al .02 
3 and 4 persons: 
Participating (orange 
and blue stamps) ___- 94} 1.90] 1.44] 2.00 . 00 . 20 -31 | 2.05 .50 | 1.08 -65 | 5.00 | 3.66 65 15 
Nonparticipating_____. 94 1.44 . 89 2.43 00 25 . 22 2.01 .09 ileal . 59 4, 52 1,47 17 Aue 
5, 6, and 7 persons: 
Participating (orange 
and blue stamps) ___-_ 96 3. 39 2. 06 5. 38 . 00 adil . 64 3. 69 . 60 1. 87 1.68 7. 69 5.05 . 32 31 
Nonparticipating______ 96 2. 08 1.36 4.75 . 00 1, 29 . 40 2. 66 . 04 1. 56 1. 26 7.05 1. 46 . 09 . 06 
All household types com- 
bined, with incomes 
per month of— 
$25-$49: 
Participating (orange 
and blue stamps) ___- 46 1,99 1. 25 3. 54 . 00 . 42 . 41 1. 58 23 1. 36 is 4.58 3. 24 . 40 16 
Nonparticipating______ 46 | 1.53 -96 | 2.92 . 00 . 67 neo | waGe -02} 1.19 -86 | 4.72] 1.48 15 .09 
$50-$74: 
Participating (orange 
and blue stamps)__-_| 114] 2.56} 1.62] 3.50 00 . 57 62] 3.39 .33 | 1.387] 1.11] 5.65] 3.96 47 . 22 
Nonparticipating______ 114} 1.54 94] 3,21 00 . 64 34] 2.22 Aue abailg -96 | 5.38] 1.40 .14 .07 
$75-$99: 
Participating (orange 
and blue stamps) ____ 44 |} 2.07| 1.70] 3.39 . 00 . 28 42 | 2.64 6O4 | 1526) |) 10011 5:17 |) 4.20 .97 .30 
Nonparticipating_- -__. 44) 1.70 -99 | 3.04 .00 . 55 .31 | 2.00 eft) 1:29 .64] 6.72] 1.64 .16 . 06 
$100 or over:. 
Participating (orange 
and blue stamps) _-_-- 4B) 2.72.1 1579) 2.77 .00 .23 27) 2.63 -63 | 1,49 -80 | 7.72] 6.32 . 29 .19 
Nonparticipating______ 43 | 1.86} 1.48 | 3.08 00 . 58 24] 2.18 07 | 1.52 .60 | 5.66) 2.26 .16 .05 

















1 Distribution by income and household composition of the 247 households in each group of the matched comparison is shown in table 21. 
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contrasts were even greater when families 
were classified by household composition. 
Among two-person households, 68 percent 
of the participants, and only 44 percent of 
the nonparticipants reported 50 cents’ worth 
or more of the surplus items for each member; 
among three- or four-person households, 40 
percent of the participants and only 16 per- 
cent of the nonparticipants reported as much; 
among five-, six-, or seven-person households, 
31 percent of the participants and only 1 per- 
cent of the nonparticipants reported the 
consumption of 50 cents’ worth or more of 
surplus foods per household member in the 
week of the study. 

A larger proportion of participants than 
nonparticipants bought each of the items on 
the surplus list except white flour; the pro- 
portion of participants buying butter, cab- 
bage, fresh peas, fresh peaches, fresh pears, 
and dried prunes was much greater than the 
proportion of nonparticipants (table 23). 

With as many as 14 different articles of 
food among which to allocate blue-stamp 
purchases, it is to be expected that there 
could be larger average differences between 
the consumption of participating and non- 
participating families with respect to some 
surplus items than others. Considerably 
more eggs, butter, fresh green peas, and 
fruits were consumed by stamp-plan partici- 
pants than by corresponding nonparticipants, 
as shown in table 23. Combining all house- 
holds, the average consumption of the 247 
participants exceeded that of the 247 non- 
participants for each of 12 surplus foods. 
“ap X100) for 
7 groups of surplus foods is shown below: 


Item Percent 
Money value of 14 surplus items____________-_ 52 
Consumption of surplus foods or groups of 
food: 


The percentage difference 


Higa te oc Fe Ee a ee 40 
Buttert 22 |e re aes Nok Mean ieee Sern ae ane 51 
Grain, PrOGUCtS= mi Se eee 6 
Vegetables: fresh. 2-2 eee eee 37 
Dry beanss= 295252 eres a ee 29 
Fruits, fresh (including tomatoes) ___-_-_-__- 45 
Dried prunesic.. = a ne ee ee 214 


1? 


These differences are statistically signifi- 
cant for the money value of all 14 surplus 
items combined and for the consumption of 
eggs and butter. For groups of families 
classified by household size, average consump- 
tion of 10 to 12 of the 14 items was higher 
for participants than for nonparticipants. 
For groups of families classified by income, 
average consumption of participants was 
practically equal to or higher than that of 
nonparticipants for all but one item, corn 
meal. 


CONSUMPTION OF MAJOR GROUPS OF FOOD 


The average consumption of orange- and 
blue-stamp participating families equalled or 
exceeded that of nonparticipants (matched in 
household size and income distribution) for 
practically every major food or food group 
(table 24). For all families in the compari- 
son, the average consumption of the former 
group exceeded that of the latter by the fol- 





: P-NP ): 

lowing percentages NP 100. : 
Percentage 
difference 
Item conmuatitine 
Hees. .22.ocose see eee eee 40 
Milk (or its equivalent)____.. 22a 8 
Butter and other table fats__._______ =) 222 24 
Other fats.c.0..22032--6e-oee 2 
Meats, poultry, fisho = 222) -— 2) 2) = === 2 
Sugars! .....20.22-4-25-5 ooaee eee 9 
Grain’ products == ope = ee 1 
Potatoes, sweetpotatoes__-____- 2-2 =e eee 5 
Dry beans and! peas’) __2 =) 92. == 21 
Tomatoes; citrus frultssse= sae 14 
Leafy, green, and yellow vegetables__________ 30 
Other-vegetables=. 322-5) see. 2 26 
Dried fruits. 22.268. 225 = oe eee 145 
Other fruits... 222022 Sas ee eee 26 


Under the circumstances attending the 
study in Dayton, the chief difference between 
the consumption of participants and nonpar- 
ticipants lay in the significantly higher 
average consumption by participants of but- 
ter and eggs with a tendency toward higher 
consumption of all other food groups, but 
especially of fruits and vegetables other than 
potatoes. These results may differ from 


EEE 


those that might be obtained at other sea- 
sons of the year, when the relationships 
between retail prices of various kinds of 
foods would be different, when other foods 
would be on the surplus list, and when a 
larger proportion of eligible families had 
taken complete advantage of their oppor- 


tunities to maximize their purchases of food 
through participation in the Food Stamp 
Plan. 

In general, relationships. between partici- 
pants and nonparticipants observed for the 
matched groups as wholes were also observed 
for corresponding groups when classified by 


TABLE 24.— Average consumption of specified food groups per household per week by households participating 


with orange and blue stamps and nonparticipating households, comparable in household composition and 
income distribution, Dayton, Ohio, August-September 1939 




























































































Participation, household eer prearss Grain ies ‘ rates Fick ee te Oth 
Podipesition, ‘and family aan Eggs | Milk! | other Seat pow Sugars] prod- | sweet-| leg- citrus rallow A, ree: ra 
income per month table fish ucts? | pota- | umes | fruit | vege- | tables} 74 eutys 
fats toes tables 
All households: 
Participating (orange | No. | Doz. Ge |) Tals || etn, || eli || ie ea |) ae tate |) a | Sot, | aa I Gag NT ati. 
and blue stamps)____| 3 247 2.39 | 11.40 1. 66 3. 16 6. 60 5.26 | 14.82 | 11.66 1.53 | 10. 25 6. 82 Tadd WOn2t 13. 20 
Nonparticipating__.__- 3 247 1.71 | 10. 55 1.34 3. 09 6. 46 4.83 | 14.63 | 11.13 1.26 | 8.98 5. 24 5. 86 quay 10. 49 
All incomes combined, for 
households of— 
2 persons: 
Participating 
(orange and blue 
Stalips) sess) =— 57 1. 54 6. 57 1.12 2. 36 5, 33 3. 67 9. 26 7. 35 . 85 6. 25 5. 10 4.18 .22 11. 95 
Nonparticipating - - 57 1.16 5. 59 . 94 1.78 4.73 2. 80 7. 84 6. 46 Oo |) O05 3.11 3.17 . 04 6. 32 
3 and 4 persons: 
Participating 
(orange and blue 
Stamps) aeeee eo 94 1.90 | 10.96 1, 46 2. 54 5. 88 4.66 | 11.22 | 8.74 1.07 8. 84 5. 47 6. 07 .16 10, 94 
Nonparticipating - - 94 1.44 | 11.11 1.16 2. 65 5. 98 4.79 | 11.90 8. 81 .97 8.11 5. 33 5. 94 .14 11. 27 
5, 6, and 7 persons: 
Participating 
(orange and blue 
Stamps) ===. 96 3.39 | 14.68 2.18 4. 26 8. 06 6.84 | 21.66 | 17.08 2.36 | 14.01 9.16 | 10. 53 41 16.15 
Nonparticipating _ 96 2.08 | 12.96 1.76 4, 29 7. 96 6.08 | 21.34 | 16.18 1.92 | 11.20 6.42 | 7.38 .12 12. 21 
All household types com- 
bined, with incomes per 
month of— 
$25-$49: 
Participating 
(orange and blue 
SEAIRDS) i= 2-5 =a 46 1.99 8.71 1. 33 2.75 5. 90 4,12 | 12.81 | 10.48 1.51 (el) 4, 29 5. 66 . 20 10. 27 
Nonparticipating - - 46 1. 53 9. 07 1.18 2.97 5. 33 4.10 | 13.67 9. 53 1. 44 7.73 4, 28 4.92 ~flal 9, 33 
$50-$74: 
Participating 
(orange and blue 
Stamps) essen a 114 2.56 | 10.68 1.70 3, 34 6. 04 5.45 | 15.58 | 12. 28 1.66 | 10.73 7. 38 7. 56 . 28 14, 34 
Nonparticipating- - 114 1. 54 9. 27 1. 26 3. 16 5. 76 4.60 | 14.72 | 11.59 1. 34 8. 38 5. 27 5. 61 .12 9. 00 
$75-$99: 
Participating 
(orange and blue 
Staliips see kee 44 2.07 | 11.97 1.70 2. 96 7. 46 5.48 | 14. 58 9. 60 1. 57 9. 38 7. 35 6. 66 ~ 32 14. 02 
Nonparticipating - - 44 1.70 | 12.93 1, 28 2. 69 7. 34 4.78 | 13.55 9. 07 -95 | 10.85 5.22 | 6.49 .10 12. 30 
$100 or over: 
Participating 
(orange and blue 
Stalips) ==. 43 2.72 | 15.64 1, 85 3. 36 7.96 5.84 | 15.21 | 18.38 1,15 | 12.56 7.49 | 9.42 2d 12. 43 
Nonparticipating - - 43 1.86 | 13.12 1.79 3.42 | 8.63 6.28 | 16.52 | 13.74 1.16 | 9.97 6.20 | 6.86 .09 13. 83 












































1 Fluid milk or its equivalent in solids, not fat, of evaporated milk or cheese. 
2 Flours, meals, and other cereals; 14% pounds baked goods counted as 1 pound of flour. 
3 Distribution by income and household composition of the 247 households in each group of the matched comparison is shown in table 21. 
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household composition or by income.  In- 
creases in the consumption of surplus foods 
among participants probably were not accom- 
panied by any significant decrease in the con- 
sumption of any major class of foods, al- 
though there may have been shifts in the spe- 
cific commodities selected within food groups. 


NUTRITIVE VALUE OF THE DIETS 


By reducing the large number of articles of 
food to the common denominator of chemical 
composition (food-energy value, protein, min- 
erals, and vitamins), more light may be 
thrown on differences in diets than from a 
consideration only of consumption of foods 
themselves. A large number of chemical sub- 
stances are recognized as essential to human 
nutrition. But a nutritional analysis must 
be confined to those nutrients about which 
something is known of their distribution in 
foods and of human requirements. In this 
study diets were analyzed for their energy 
value and for their content of protein, cal- 
cium, iron, vitamin A, vitamin B, (thiamin), 
and ascorbic acid (vitamin C). 

Food energy is needed to maintain body 
processes and to carry on all of the activities 
of life. Fats, carbohydrates, and proteins all 
contribute to the energy value of the diet; 
but in addition to yielding calories, proteins 
are essential also to the structure of various 
tissues, particularly muscle, and to many of 
the regulatory mechanisms of the body. 

Of the several minerals required for nor- 
mal nutrition, calcium and phosphorus are 
needed in relatively large quantity. They are 
the chief constituents of bone and teeth and 
for this reason it is essential that there be 
an abundant supply during the period of 
growth. About 99 percent of the body cal- 
cium is in the skeletal structure, but the 
other 1 percent fulfills an equally important 
role in the fluids and soft tissues of the body. 
Phosphorus is an essential constituent of all 
living cells. It plays an important part in 
the chemical processes that activate and con- 
trol body processes. But if calcium is amply 
provided by a mixed diet there is little danger 
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of a phosphorus shortage. Iron is essential 
for the formation of hemoglobin, the oxygen- 
carrying pigment of the blood, and it performs 
an important function as activator of certain 
chemical processes in body tissue. 

Vitamins are organic substances necessary 
in small quantities for growth and for the 
maintenance of a normal state of nutrition. 
One by one their chemical nature is being 
identified, and their specific functions in the 
body are becoming more clearly understood. 
Vitamin A is needed for growth and repro- 
duction and for the maintenance of health 
and vigor at all ages. One of the earliest 
symptoms of a deficiency of this vitamin is 
night blindness, or the impaired ability of the 
eye to adapt to dim light. Prolonged de- 
ficiency leads to changes in the structure of 
epithelial tissue which greatly interfere with 
its normal functioning, and finally to xeroph- 
thalmia, a disease of the eye. Vitamin B, 
plays an essential role in the metabolism of 
carbohydrate and therefore in the normal 
processes of all body cells. It is required for 
growth, for the maintenance of appetite, and 
for the normal functioning of the gastroin- 
testinal tract. A severe shortage of vitamin 
B, results in the disease called beriberi. 
Ascorbic acid, vitamin C, first known as a 
substance necessary for the prevention or 
cure of scurvy, is concerned with the main- 
tenance of the normal physical state of inter- 
cellular substances. In this capacity ascorbic 
acid is closely related to the development and 
maintenance of the structure of teeth, bones, 
and various connective tissues in the body. 
It is essential to the growth of animals and 
plants. 

The actual quantity of each nutrient need- 
ed, together with the proportion of each in 
the diet, has been and still is the subject 
of many investigations. Much has been 
learned about the body’s requirement for 
different nutrients at different stages of 
growth and development, and how size, 
sex, and the intensity of muscular activity 
affect food requirements. But because there 
are wide variations in the requirements of 


individuals and variations in the composition 
of food materials as eaten (due in part to 
varying conditions of culture and in part to 
differing methods of handling and cooking), 
everyday diets should provide a good margin 
of safety over the minimum. How wide this 
margin might well be for each nutrient de- 
pends upon how well the body can deal with 
surpluses and on whether it can store reserves 
advantageously. 

Dietary allowances for food energy gen- 
erally are kept fairly close to actual require- 
ment, because the body stores a surplus as 
fat, and an excess of fat soon becomes 
burdensome. In its normal functioning, 
however, the healthy body can easily care 
for such excesses of proteins, calcium, or 
iron as are likely to occur in customary 
diets—through either elimination or storage. 
So far as vitamins are concerned, from two to 
four times the quantities necessary to prevent 
obvious impairment may well be consumed. 
In the quantities likely to be consumed there 
is no danger of excess; surpluses over im- 
mediate needs are readily eliminated for 
some, and surpluses of others can be stored 
in the body for use in times of deprivation or 
stress. 

Another and important reason for plan- 
ning diets that afford a margin of safety over 
so-called minimal requirements is that the 
quantities of many nutrients that will main- 
tain “average” health are below those that 
would enable man to attain his highest 
potentialities. For many years scientists 
have been exploring the zone between mini- 
mal and optimal food allowances. They 
conclude from laboratory experiments, and 
this is confirmed in broad human experience, 
that improvement in well-being follows the 
enrichment in some respects of diets cus- 
tomarily consumed in this country. Certain 
foods, notably milk and green leafy vege- 
tables, are sometimes called protective foods 
because they can make significant contribu- 
tions to this desirable enrichment, especially 
with respect to calcium, vitamin A, ribo- 
flavin, and high-quality protein. Other 
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foods more recently included in the protec- 
tive list are those important for the vitamins 
of the B group, especially the unrefined cereal 
products; those important for ascorbic acid, 
the vitamin C-rich fruits and vegetables; 
and among certain groups of the population, 
the lean cuts of meats, rich in nicotinic acid, 
and in proteins of high biological value. 

The nutritive value of the diets reported 
in this study was estimated in the usual way, 
by applying average figures on composition 
to the data on consumption. Information 
on food composition was assembled from 
many sources, including published compila- 
tions as well as original reports of laboratory 
investigations appearing in recent scientific 
journals. Such figures usually refer to the 
nutritive value of the edible portion of fresh 
uncooked foods. In applying these to the 
quantities of food estimated as used during 
the week, allowance was made for the aver- 
age percentage of refuse, such as egg shells, 
potato parings, and pea pods, but no deduc- 
tions were made for kitchen or plate waste, 
both of which may have been considerable 
in many households. There are likely to be 
still further losses in nutritive value, partic- 
ularly of vitamins and minerals, through 
prolonged storage of foods, discarding of 
cooking water, and destruction by heat or 
oxidation in food preparation. As such 
losses could not readily be estimated, the 
figures that follow, of the nutritive value of 
diets, tend to be somewhat high. 

The nutrients furnished per capita per day 
by the diets of the orange- and blue-stamp 
participants and by diets of nonparticipants 
comparable in family size and income distri- 
bution are shown in table 25. The quantities 
may be compared with allowances that it is 
desirable to provide in low-cost diets— 
allowances that provide for a generous though 
not extravagant margin of safety. These 
amount to 2,400 to 2,600 calories per capita 
per day if women are considered as doing 
light work (housework for small families) 
and men doing moderately active work. 
As much as 2,800 to 3,000 calories should be 
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allowed if many of the adults are doing heavy 
work. Equally generous allowances on a 
per capita basis for the several nutrients 
would be about 75 grams of protein, % to 1 
gram of calcium, 12 to 14 milligrams of iron, 
5,000 to 6,000 International Units of vitamin 
A, 1,200 to 1,600 micrograms of vitamin B,, 
and 60 to 75 milligrams of ascorbic acid. 
These quantities certainly are not minimal, 


nor are they proposed as optimal. They do 
afford, it is believed, a desirable level toward 
which even families with limited incomes 
should direct their dietary planning. 
Compared with these specifications, it is 
clear that the average nutritive value of 
diets of both participants and nonpartici- 
pants included in this comparison appear to 
be fairly satisfactory. Among the larger 


TABLE 25.—Average nutritive value of the diets per person per day of households participating with orange and 
blue stamps and of nonparticipating households, comparable in household composition and income 


distribution, Dayton, Ohio, August-September 1939 





























Average Average nutritive value per person per day 
Hon and family insome peraontne helio Menai Paks 
j 4 : size | ee Protein | Calcium Tron Mee barr a pri 
All households: Milli- Interna- | Micro- Milli- 
Participating (orange and blue | Number | Persons | Calories | Grams Grams grams tional Units grams grams 
Stal pS) 222-5 ee es 2 204 3.79 3, 040 84 0. 81 15. 4 7, 140 1, 770 101 
Nonparticipating__..._....---___- 2 204 3.75 2, 560 77 75 13.8 5, 420 1, 600 87 
All incomes combined for households 
of— 
2 persons: 
Participating (orange and 
bluestamps)===-- 57 2. 00 3, 860 110 . 98 19.2 10, 180 2, 270 131 
Nonparticipating _------------ 57 1. 98 3, 220 91 . 83 16.0 7, 540 2, 050 113 
8 and 4 persons: 
Participating (orange and 
blde/stamps) a= sa= se ane eae 78 3. 36 2, 950 81 thy 14.5 7, 050 1, 740 98 
Nonparticipating_-_-_---------- 78 3. 36 2, 830 79 . 83 14.0 5, 630 1, 640 90 
5, 6, and 7 persons: 
Participating (orange and 
blae;stam ps) saeaee= = eee 69 5. 74 2, 860 79 st2 14.9 6, 320 1, 650 95 
Nonparticipating_-_----------- 69 5. 66 2, 190 72 . 68 13.0 4, 660 1, 450 78 
All household types combined, with 
incomes per month of— 
$25-$49: 
Participating (orange and 
blue stamps)=22_ === 46 3. 44 2, 860 79 2 14.5 6, 510 1, 670 85 
Nonparticipating------------- 46 3. 49 1, 760 78 75 14.0 5, 150 1, 640 80 
$50-$74: 
Participating (orange and 
blueistam=ps)a22 eee see 114 3. 94 38, 060 84 . 81 15.6 7, 090 1,770 107 
Nonparticipating__.--.-.----- 114 3. 88 2, 730 75 .70 13.5 5, 090 1, 580 84 
$75-$99: 
Participating (orange and y 
blueistamips) =22==s-se- =o 44 3. 73 3, 150 89 .90 15.6 7, 880 1, 885 100 
Nonparticipating --.---------- 44 3. 68 2, 890 84 . 89 14.3 6, 580 1, 640 103 





























1 Based on number of persons fed from the family food supplies during the week of the study. 
2 The 204 households in each group of the matched comparison were distributed (or weighted), as follows: 





Family income per month 





$26=940: gens sec ce ass se eee: tena Skee aS eee eee cee 
$00- 14S 0 ose. 2 asa Ha Sab BLS a ae ne od Seen ad eeet eases 
$70 =$00. es So aie oe tee aoe Ss ee eee eee 

















Total Number of households of— 
number of 
households | 9 persons |3or4 persons | 5, 6, or 7 persons 
ten ee 46 17 16 13 
pee See eos 114 29 41 44 
ee en 44 il 21 12 
a ee 204 57 78 69 























families and those of lowest incomes provi- 
sion for calcium tends to be low for both 
groups; in the case of nonparticipants, also 
the provision for calories and vitamin A. 
These averages, however, do not reflect the 
variation within the data. Previous studies 
based on actual food records indicate that a 
large proportion of families spending similar 
amounts for food may have diets that fail to 
provide minimal quantities even when aver- 
age figures would suggest food enough, if 
distributed according to need, to afford a 
generous margin of safety beyond the 
average minimum for maintenance. 

As a rule, the nutritive value of diets of 
orange- and blue-stamp participants averaged 
higher than that of nonparticipants with 
respect to each factor considered. The per- 
centage difference between averages for 
204 participants and 204 nonparticipants, 
matched in household size and income dis- 


tribution (=yp-X100), is shown below: 


Percent 


HOOGECHELD ame se. Eee Le ee 19 
IRroten eae ee 2 nn) oe ae ye Fe. 9 
@aleittineee eee ese ee S e n 8 
TORE So rex eesiei ei an ne ce Ns 12 
WATE WORD. JAN. «ey yp eet RE rn ey ae 32 
\iganirenliny 1 Bees 2 es eee eee 2 eee aoe 11 
INSCOMMICHUC OC Sees Se Stee ee aye ee a 16 


Thus the chief qualitative difference ap- 
peared to be with respect. to vitamin A. 
This improvement in the diets of partici- 
pants is due to higher average consumption 
of butter and eggs, both important sources 
of vitamin A. Diets of both participants 
and nonparticipants improved as incomes 
rose and, within income classes, became 
less satisfactory with increasing family size. 

The point at which the diets of all families 
cooperating in this study appeared to be in 
greatest need of improvement, that is, in 
calcium, was not much affected by participa- 
tion in the stamp plan. None of the foods 
on the surplus list at the time of the study 
were important contributors of calcium. 
The foods that can make outstanding con- 
tributions with respect to this nutrient are 


milk, cheese, and some of the green, leafy 
vegetables. 

Next to calcium, the diets of nonparticipat 
ing families included in this matched com. 
parison were perhaps most in need of im. 
provement with respect to vitamin A. The 
diets of orange- and blue-stamp participants 
were definitely higher in this respect than 
those of nonparticipants because of the 
significantly higher consumption of butter 
and eggs made possible by the stamp plan. 


Diets or Gernerat-Revier (Grocrry- 
VoucHEerR, Buue-Sramp) Participants 
Comparep Wirx Dirrs or Nonpartici- 
PANTS 


The influence of the Food Stamp Plan on 
consumption cannot be measured by com- 
paring diets of participating families receiv- 
ing general relief directly with those of non- 
participating families comparable in house- 
hold composition and income, except when 
public assistance is on a cash basis. Ex- 
penditures for food that are regulated by 
food vouchers and milk orders may represent 
a higher or lower proportion of income than 
would be allocated by families to food if 
they had free choice in distributing house- 
hold funds. For this reason, the effect of 
the stamp plan on diets of clients receiving 
grocery vouchers and blue stamps has been 
studied by comparing their diets with those 
of nonparticipants spending similar amounts 
for the food of each person (in the case of 
participants the money value of the grocery 
voucher was included in this figure but not 
the value of blue stamps received). This 
comparison was made for families at two 
food-spending levels, $1.00—$1.49 and $1.50- 
$1.99 per person per week for food. The 
average money expenditures for food at 
the two spending levels were approximately 
$1.25 and $1.70 per person per week, respec- 
tively, both for participants and nonpartici- 
pants. 

The blue-stamp purchases of participants 
appeared to add from one-third (at the $1.25 
spending level) to one-fourth (at the $1.70 
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spending level) to usual money expenditures 
for food of two-person families. These pur- 
chases represented a progressively smaller 
percentage of the total value of food as fami- 
ly size increased at both food expenditure 
levels (table 26). 

The average consumption of foods on the 
surplus list was much higher among partici- 
pants than among comparable nonpartic- 
ipants at both food-expenditure levels, 
averaging 87 percent more in money value 
for participants in the food-expenditure 
class $1.00-$1.49 per person per week and 
70 percent more for participants in the class 
$1.50—-$1.99. 

As in the case of orange- and blue-stamp 
participants, the average consumption of 
surplus foods by direct-relief participants 
exceeded that of comparable nonparticipants 
in most items, but especially with respect to 
eggs, butter, and fruit. The higher average 


consumption of these items by participants 
contributed directly to the higher consump- 
tion of several of the major food groups. 

The average nutritive value of the diets of 
grocery-voucher, blue-stamp participants ex- 
ceeded that of nonparticipants at both food- 
spending levels for every nutrient—especially 
with respect to vitamins A and C. Com- 
pared with dietary standards diets of par- 
ticipants were relatively low in calcium at 
the lower of the two food-spending levels 
presented; diets of nonparticipants tended to 
be low in calories, protein, calcium, and 
vitamin A at both food-spending levels. 
More milk and cheese would have benefited 
both participants and nonparticipants; diets 
of the latter group would have been further 
improved by increases in butter, eggs, and 
fresh vegetables and fruits—items on the 
surplus list in the late summer of 1939, the 
time of the study. 


TaBLE 26.—Food consumption of participants (grocery vouchers and blue stamps) compared with that of non- 
participants: Average household size, average income per month per person, average money value of food per 
person per week, average consumption of surplus foods and of major groups of food per person per week, and 
average nutritive value of food per person per day of households spending (apart from blue stamps) in range 
$1.00—$1.49 and $1.50-$1.99 per person per week for food, Dayton, Ohio, August-September 1939 
























































Families spending $1.00-$1.49 per person per week | Families spending $1.50-$1.99 per person per week 
for food for food 
Participants (grocery Participants (grocery 
vouchers and blue Nonparticipants vouchers and blue Nonparticipants 
stamps) stamps) 
Item = 
Z Households of— Z Households of— = Households of— Z Households of— 
Slels.[=al 2/2 fs.lca\ 2/2 1s.lcal 8)#1E15 
EB] e|29/55) 8] 8 |£a|58| 2) 8 |Sa/58| 3 | B | sa] 5s 
=| & Ba | Os = & ha | Ss ey = & ha | © & = & ba |S 3S 
< nN oo ry < i) Gr) ww < ro] Cs ws < nN oo ws 
Households included _____ number__| 197 42 63 92 68 10 26 32} 146 47 58 41 79 12 29 38 
Household size,! in persons___do_-___| 4.24 | 1.99 | 8.40 | 5.84 | 4.29 | 2.00 | 3.46 | 5.67 | 3.66 | 2.00 | 3.41 | 5.94 | 4.31 | 2.06 | 3.34] 5.75 
Total income ? per month, per house- 
hold Seca sees eee ee dollars __ 49 32 43 60 66 47 63 74 44 32 45 57 72 37 70 85 
Money income per month, per 
household seme =22= aaa dollars__ 16 6 ll 24 62 44 60 70 12 5 12 21 67 32 65 80 
Money value of store-purchased 

food, per person per week: 

ARO Gel cee oe oe re ee ete ee eee dollars| 1.65 | 1.72 | 1.66 | 1.63 | 1.28 | 1.31 | 1.30 | 1.27 | 2.14 | 2.29 | 2.18 | 2.05 | 1.72 | 1.71 | 1.72 Lz 
Money expenditures. ._.-do_-.:| 1.25 | 1.30 | 1.26 | 1.24 |) 1.28 || 1.31 | 1.80) | 127 171 |) 176 | 272" 689] 172 ae ee 1.72 
Blue-stamp purchases #._do__-_| .40] .42] .40/] .39/] .00/] .00/ .00/ .00/ .43/ .54] .46/] .37] .00] .00] .00 .00 
All foods on surplus‘ list.do_-.-.| .43°) .46 | .44 | 142) 228 724) 323) 723)]| 3467) 2881" .400 .89 (27 i aoe 26 - 26 




















1 Based on number of persons fed from the family food supplies during the week of the study. 
2 Excludes value of blue stamps received. 
3 Excludes food home-produced or received as gift or pay. 
4 Based on the money value of the surplus food checked as obtained with blue stamps on the food list. 
5 Based on the money value of all surplus foods consumed, whether or not checked as obtained with blue stamps on the food list 
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TABLE 26.—Food consumption of participants (grocery vouchers and blue stamps) compared with that of non- 
participants: Average household size, average income per month per person, average money value of food per 
person per week, average consumption of surplus foods and of major groups of food per person per week, and 
average nutritive value of food per person per day of households spending (apart from blue stamps) in range 
$1.00-$1.49 and $1.50-$1.99 per person per week for food, Dayton, Ohio, August-September 1939—-Cont’d. 








































































































Families spending $1.00-$1.49 per person per week | Families spending $1.50-$1.99 per person per week 
for food for food 
ahi tats Mo ieones Nonpartici t Nadie lig ry 
stamps) EEC DATS Stee and blue Nonparticipants 
Item 
n 
g Households of— = Households of— cI Households of— 3 Households of— 
q | Pst Sc 
g n ‘ Ke o i lie ic) a F 4 7 
12) 2 |e.lcal 2] 2 |)8.lse1 2] 2 le.lcel 3/2] S]ce 
Bi[vs|oe| 4/18 |s8/ Ss] a | 2 |SB) 58) § | B |B] §8 
oc & ha] os 3 & 5a] Ss B o 5, ba] ow & Heal SS mB 
< a oo st] < a 0 ws a < a s cy a n he ws 
Consumption of surplus foods, per 
person per week: 
0 aa J ee ee ey ee dozen==)| 156) .57 |) .165,|| .52 | .35:| =23)| 87 |) «86 63 73 | .64] .59 39 49 | .41 37 
Butter. 222 25:25 252. pounds._| .37 | .389/ .34) .37] .19| .20] .17| .20| .42| .56| .44/] .36] .24] .20! .20 24 
White: tour=2s.=---— doe oO ee Onna ZS uO ales6b)) 407/058" 71.8711 297/971 1995 | 260) 238] vse} 63 
Whole-wheat flour_______ oe 00 ie OOH |r O0) OO) er 00)) 97, COM O0)\ (00) 01)| 02) |) 0101 202: | +0011 00 || 00 . 00 
Oorn-mealf-e- 32.2... 5. CLO Ee re tOn) eater fall ames tees Sel eee rs OOM Imes O2)) (23) os £85\/0.00))|13)| 2255.08) -00| .40 . 08 
Riggwes eee ose ee ire Ua el Onlin OD) Hare 10 ler OG! || OSs e04 s\n OG) 1 yl Silt 204s OS" 14 || 061s) 205 .07 
Cabbager ses. 25. GOS ole OO i 92 ae 4054 SON) 40 28 31] .60 95} .53 Bouin es GONl me ZO . 60 
Bresh: peas:--_------ LO eee ee OOM er O7 see LON ers OS) tees 0180! evsitO)) Mae OOl Me OOh leit es O2elmeO74 e077) sOLN OO ln 200 01 
DEY ONIONS 32 soe Goze tater Ada eos) esa chy m4 220 B22 eS O24. 31 It) oso dego || ae° | oa4 . 30 
DEVEDOSRS free ere dome lee Ome 27a 24|0 20a esi) o2)|( 20) 24 29) ieee Sine 7 28 BO) 223) ae 20) .18 
Fresh tomatoes__________ doze==1) 2.60) 15660/) 191 91.46 | 131 | 1585 | 1.44 | 1.19") 1.62: | 1573] 1.68 |) 1.63) 1-11 | 1.34.) 1.04 1.11 
Fresh peaches___-_______- Go--=-| | .08 . 87 -94 | 1.01 27 .10 .19 .33 - 98 | 1.21 | 1.12 awe . 36 . 40 . 36 .35 
resi pearsse.-s-se2 ==. Oe elt On elon tS OOM Obn 001) O00) 14) (474) 113 | 14 | 08.04 | 300 04 
Dried prunes! =. 2. «c2--= dozesa| 0S se. O8 02.) 03 1) 00). O5ai|) 5.02) 1 700) 1) 8.07 || =.02\') 08 | 208.) .02 .00 | .04 01 
Consumption of major food groups, 
per person per week: 
IP eae Sa See ee GOzene= | OOMss 0} ACD Imola do. [220 || soe ies | 263) 273 | «641 259) 280) 46) . 41 RST 
Milk or its equivalent 6_quarts__| 2.41 | 2.38 | 2.56 | 2.42 | 1.93 | 1.57 | 2.20 | 1.83 | 3.14 | 3.26 | 3.11 | 3.13 | 2.55 | 2.12 | 3.13 2.35 
Butter and other fats_.pounds__| .39 45 vot . 39 27 . 26 .30 | .26 . 46 -60 | .46]} .40 382! .46 | .29 . 32 
Othentatseeeeeso- CO see eee Ua lee,0 mes LOU ies CON mes 4. | 1G00) OO) acd m8) 03.1, 589 |, = 86) 627.) 0761. «74 .79 
Meats, poultry, fish_____- Goeeas| neta aoe 2a otejeled on | DalS 202 abo21 Lk. 77) 2.01 1h 1.75 | 1569) ) 1669) 1..90: | 1265 1.62 
Sugars ee nes eo Re Ome aa ald OM men OM et On minO7 | sOS iets OVC SQ ial 48nl Wat | oie) 1eoo go} 1) 44 1,12 
Grain products 7______-__ do__._| 3.58 | 3.52 | 3.25 | 3.71 | 3.25 | 2.88 | 2.68 | 3.58 | 4.22 | 4.23 | 3.73 | 4.61 | 3.29 | 2.72 | 3.24 3. 37 
Potatoes, sweetpotatoes__do____| 2.82 | 2.82 | 2.92 | 2.78 | 2.96 | 2.97 | 2.36 | 3.26 | 2.92 | 3.40 | 2.79 | 2.83 | 2.80 | 3.06 | 2.66 2. 83 
Dry, mature legumes__.-do__.-| .36| .33]| .37| .39| .33| .42| .24] .36| .44] .49] .42] .45] .3838| .34]| .34 . 33 
Tomatoes, citrus fruits__.do____| 2.41 | 2.33 | 2.77 | 2.28 | 1.76 | 2.00 | 2.10 | 1.56 | 2.90 | 2.58 | 3.08 | 2.89 | 1.96 | 1.54 | 2.06 1. 96 
Leafy, green, and yellow veg- . 
etables_. = =-222===5- pounds__} 1.36 | 1.74 | 1.32 | 1.69 . 86 | 1.00 . 81 .87 | 1.56 | 1.89 | 1.46 | 1.50 | 1.37 | 1.46 | 1.60 1. 26 
Other vegetables______--_- do___-| 1.46 93 | 1,54 | 1.51 | 1.23.) 1.71 | 1.38 | Lil | 1.74} 1.48 | 2.03 | 1.62 | 1.41 a I fo 1.31 
MM TIGd frult=s- sss -ee GOne 221) 206 1) 10) |) 304.) 506 | 201 || 506/202, 4,00 suns tery leat) LA es OSs 82 05 . 02 
OLBeRN tii gs= eae en eee” do____| 2.60 | 2.36 | 2.72 | 2.59 | 1.46 | 1.79 | 1.50 | 1.40 | 3.36 | 3.24 | 3.46 | 3.32 | 2.83 | 1.59 | 3.65 | 2.66 
Nutritive value of diets per person 
per day: 
Food-energy value__-_calories__|2, 680 |2, 630 |2,620 |2,720 |2, 300 |2, 180 |2,120 |2, 400 |3, 220 /3, 400 |3, 120 |3, 240 |2, 680 |2, 530 |2,720 | 2,600 
Proteiniees = grams__ 74 71 72 75 63 59 57 66 90 95 86 92 64 59 76 66 
Galenimtees oon een COME a INOS Mim sone Tam oe me Ootl DON Oss] a SOUR DOM Stim OL al it2 th O40 wiS2 . 68 
Jie c_. Aesth 2, Deepens ae eae do.._.| 13.7 | 18.4 | 13.4 | 18.9 | 11.3 | 11.4 | 10.3 | 11.7 | 16.5 | 17.4 | 15.9 | 16.6 | 13.0 | 13.2 | 13.6] 12.8 
Vitamin A international units__|6, 400 |6, 300 |6, 700 |6, 400 |4, 100 |/4, 100 |3, 900 /4, 100 |7, 300 |8, 000 |7, 300 |6, 900 |4, 700 |5, 100 |5, 700 | 4,300 
Vitamin B; (thiamin) 
micrograms__|1, 510 |1, 460 |1, 460 |1, 530 |1, 280 |1, 260 |1, 190 |1, 300 |1, 840 |1, 930 |1, 780 |1, 860 /1, 580 /1,890 |1,570 | 1, 540 
Vitamin C (ascorbic acid) 
milligrams__| 90 90 95 85 65 70 70 60 | 105 | 105] 110; 100 80 70 90 80 









































6 Fluid milk or its equivalent in solids, not fat, of evaporated milk or cheese. 
7 Flours, meal, and other cereals; 144 pounds baked goods counted as 1 pound of flour. 


79 





Attitudes Toward the Food Stamp Plan 


As the expansion of a given program in a 
democracy must depend upon the reaction 
of the people, the attitudes of various seg- 
ments of the population are particularly im- 
portant. Though information on the sub- 
ject may not be most satisfactorily handled 
by professional economists, the writers have 
taken the risk of going well outside their 
field to examine the available information on 
this subject. Samplings have been made 
from time to time of general and specific 
interest groups. These include: 


(1) Polls among cross sections of the population 
as a whole by George Gallup and studies by the 
Division of Program Surveys, Bureau of Agricul- 
tural Economies, of the reactions of city people to 
the stamp plan. 

(2) Reactions of farmers according to studies by 
the Division of Program Surveys, Bureau of Agri- 
cultural Economics. 

(3) Examination of editorial comments in 148 
newspapers. 

(4) Discussions and polls among retailers, whole- 
salers, and bankers. 

(5) Studies among welfare officials and public- 
assistance cases by the Surplus Marketing Admin- 
istration and a confidential study in two cities made 
by Joanna C. Colcord of the Russell Sage Founda- 
tion. 


REACTIONS OF THE GENERAL PUBLIC AND 
URBAN AND Farm Groupes 


THE GALLUP POLL 


On November 23, 1939, George Gallup, 
director, American Institute of Public Opin- 
ion, announced ‘‘overwhelming endorsement 
of the idea behind this program for distribu- 
ting surplus foods to families on relief.”” The 
questions asked and the reported answers are 
shown in section A of table 27. 

Each enumerator prefaced his first ques- 
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tion with the following explanation of the 
plan: ‘‘The Government has tried out a Food 
Stamp Plan which lets people on relief 
buy certain surplus farm products below 
their regular selling price. The Government 
makes up the difference to the merchant.” 
It is evident that this explanation did not 
correctly describe the stamp program. In 
view of the reported unpopularity of the 
“two-price system,’ the vote is extremely 
interesting. 


TABLE 27.—Reactions toward the stamp plan in poll 
of American Institute of Public Opinion 
































A 
Answers— 
Questions 
Approv-| Disap- | Without 
ing ! proving !| opinion 
‘Do you approve or disapprove of | Percent | Percent | Percent 
the Food Stamp Plan?__._______. 70 30 12 
Would you approve of extending the 
Food Stamp Plan to families earn- 
ing less than $20 a week as well as 
to persons on relief?__._.-..-.-._.- 57 43 lon Sea 
B 
: Without 
sort Sah Disapproving| opinion 
Population groups Sinan Food Stamp} on Food 
Diagte Plan ! Stamp 
Plan 
Percent Percent Percent 
Rarmersze eee eee ee 56 44 15 
Urban nonrelief___.-___-.__ 72 28 ll 
Relief clientssae--- sess = 88 12 8 
\ Upper-income sea. se == 60 40 13 
Middle-income_--__-___-_-_ 66 34 13 
Lower-income____-----_---- 79 21 10 








1 Excluding those without opinion. 


As a result of a letter written by M. L. 
Wilson, then Under Secretary of Agriculture, 
on December 9, more detailed information 
was secured on the sample. According to 


the institute, the national sample used in- 
cluded 3,000 persons, distributed between 
the different parts of the country ‘approxi- 
mately in proportion to the vote of these 
sections in the last presidential election.” 
The more detailed break-down of the results 
by population groups is given in section B of 
table 27. 


STUDIES BY THE BUREAU OF AGRICULTURAL 
ECONOMICS AND THE SURPLUS MARKETING 
ADMINISTRATION 


Two smaller studies to learn the reactions 
of urban people and farmers were conducted 
by the Division of Program Surveys of the 
Bureau of Agricultural Economics. The 
urban survey was made in Philadelphia dur- 
ing October and December 1939, New York 
and Providence during November and De- 
cember 1939, and Rochester during January 
1940. The replies to the question “‘What do 
you think of the Food Stamp Plan being tried 
out in Rochester, N. Y.?” are shown in 
table 28. Excluding those who did not know, 
this sample included 72 percent who favored 
it and only 18 percent who opposed, with 10 
percent neutral. 


TABLE 28.—Reaction towards the Food Stamp Plan 
in studies of the Division of Program Surveys, 
Bureau of Agricultural Economics 




















Reactions 
Study and locality 4 . ‘ ae 

isap- eutral- |Ignorance 

Approval proval ity of plan ! 

Urban study: ? Percent | Percent | Percent | Percent 
Philadelphia_________ 40 14 5 41 
INeWy .OPKae 2) see =. 56 7 4 33 
Providence. 222.2 - = 59 11 11 19 
Rochester === 5-5 47 19 11 23 
PAVORBU@ = — = oo ous a. 50 13 7 30 
armepo lise s So: 5 38 3 4 55 

















1 Includes those who did not know about the stamp plan, as well 
as some who did not know what they thought of it even though they 
knew about it. 

277 persons were asked in Philadelphia, 81 in New York City, 56 
in Providence, and 62 in Rochester; 268 farmers were surveyed in the 
rural study. 


A study was conducted among 268 farmers 
in Michigan, Wisconsin, Minnesota, 
Nebraska, and Iowa during the period of 
July through September 1939 (table 28). 
The figures are interesting because they in- 
dicate that (1) at that time, at least, most of 
the farmers were not familiar with the pro- 
gram and (2) those who did know about it 
were overwhelmingly in favor of it. 

Recently the Surplus Marketing Adminis- 
tration made a number of inquiries about the 
stamp plan. It used a list of farmers sug- 
gested by the County Agent in the farm area 
surrounding Des Moines. Out of 125 re- 
quests for information, 26 replies to numerous 
questions were received. Of these 26 replies, 
23 were in favor of the stamp plan, and 3 
were opposed. 


Reactions or TRADE Groups: WHOLE- 
SALERS, RETAILERS, AND BANKERS 


From time to time during May to October 
1939, a total of 50 food merchants in Roches- 
ter, Dayton, and Seattle were asked, ‘“‘Do 
you favor the Food Stamp Plan now oper- 
ating in your city?’’ As might be expected, 
all the responses were favorable. In Des 
Moines, 115 grocers were polled by the 
Distributors’ Committee of the Food Stamp 
Plan. The tabulations of the replies to the 
question: “Do you approve of the Food 
Stamp Plan?” classified by type of store are 
presented in table 29. 

Members of the American Institute of 
Banking have taken considerable interest in 
the program operations. As indicated previ- 
ously, under the mechanics of the plan retail- 
ers and wholesalers may present stamps 
received by them to banks for collection 
from the Treasury. They may also present 
them to the Surplus Marketing Administra- 
tion for payment. 

In most areas banks have been very 
cooperative in offering new facilities. In 
Rochester, however, where about 25 to 40 
percent of the stamps received by small 
merchants were handled by banks during 
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the early operation of the program, it ap- 
peared for a time that the banks would 
make a collection charge for this service. 
This did not seem desirable, as it might add 
to the costs of the small-store operators and 
possibly impair the ability of these people 
to compete with larger business units. As a 
result of unified protest by trade groups in 
Rochester and further simplification of the 
procedures for redeeming stamps, the service 
charge was not imposed. Efforts of the 
Surplus Marketing Administration to reduce 
the volume of clearances of stamps through 
banks appear to have removed any latent 
criticism. 

TABLE 29.—Reactions of grocers in Des Moines, 


Iowa, toward the Food Stamp Plan in poll by city 
Food Stamp Plan Distributors’ Committee 











Reactions 
Stores classified by Disap- 
income locality ete proval of Sn es 
Stamp goes No reply! stores 
amp 
Plan Pian polled 
Percent | Percent | Percent | Number 
‘High-income sae (iy All We Soe Te 33 12 
High-medium_____.___-_- G2 eee ee eee 8 37 
Low-medium_--_.-....--- 89 3 8 36 
Ow-INComelee 22 4—52s=s5 A eee es 6 17 
Not classified=c=s-=---225 69 Sly |Ss ees 13 
Total eecsees cae 86 4 10 115 

















REACTIONS OF WELFARE OFFICIALS AND 
RELIEF CLIENTS 


Wide approval of the program is indicated 
in questionnaires returned by welfare officials 
and relief clients in Rochester, Dayton, and 
Seattle. The questions and responses are 
presented in table 30. 

Two detailed studies were conducted 
among nonparticipants—one in Rochester 
and the other in Shawnee. In Shawnee, 
1,272 letters were sent out on October 24, 
asking information on reasons for nonpar- 
ticipation ; 676 replies were received, of which 
482 came from single persons. Some of the 
principal reasons given for not participating 
were the following: 
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Do not receive enough money to buy stamps 


and meet other expenses. —.___.-.----_-- 381 
Have not participated but hope to do so in 

November.. 202222. 202-422 86 
Owe old grocery bills which must be paid 

beforeican buy;stalMpses===s==——=— === 36 
Do notiwant to participates==—— === === 19 


In Rochester, among 179 cases interviewed 
in November, 31 indicated they were unable 
to meet the minimum purchase requirement; 
11 indicated they had back bills to pay; 30 
said they did not understand the plan; 18 in- 
dicated they did not cook; 5 reported they 
did not use enough surplus commodities to 
make the plan worth while; and 18 said that 
the procedure embarrassed them. 


TaBLE 30.—Reactions of welfare offictals and relief 
clients in Rochester, Dayton, and Seattle toward the 
Food Stamp Plan in poll by Surplus Marketing 
Administration 


Answer by— 


Relief clients {| Welfare officials 


Question 


Do you like the new Food Stamp 


Would you like to see the stamp 
plan continue? 2_--2-_--=-=.--=- 
Do you believe that needy fam- 
ilies would be better off under 
the old distribution method? 3___ 











1 The first question was asked of 129 relief clients and 71 welfare 
officials in the 8 cities. 

2 71 welfare officials in the 3 cities answered this question. The 
inquiry was also made among relief clients in 2 cities and all replied 
favorably. 

370 welfare officials replied. 


Joanna C. Colcord, director, Charity Or- 
ganization Department, Russell Sage Foun- 
dation, has been a careful student of the 
Food Stamp Plan. She made two detailed 
investigations, one in Dayton and the other 
in Rochester. Confidential copies of the 
reports were received.” The report on Day- 
ton was generally favorable, and similar to 
those already noted in its observation of the 
attitude of relief workers, clients, and busi- 


36 Miss Colcord has kindly granted permission to use the informa- 
tion in her reports. 


ness groups. During the period from July 31 
through August 4, Miss Colcord studied the 
experience in Rochester. Some of her most 
interesting comments and criticisms were as 
follows: 


EFFECT OF PLAN ON INTAKE OF WELFARE AGENCIES 


As. elsewhere stated, applications for certification 
by those not on relief have not exceeded 25 to date. 
Intake of the DPW has been less in May and June 
than in corresponding months last year, due to 
improved private employment. 


Applications, Department of Public Welfare 


1988 1989 
Nig Vee en ee 739 507 
OWNS ya cs 837 491 


Intake during July and August is expected to 
increase, but on account of W. P. A. lay-offs, not on 
account of the stamp plan. 


ATTITUDES TOWARD PLAN, AND CHANGES PROPOSED 
OR DISCUSSED 


(a) Attitudes of Clients—About a dozen nonse- 
lected clients were interviewed at Surplus Marketing 
Administration headquarters. Without exception, 
they liked the plan. The effort involved in coming 
two or three times a month to headquarters to buy 
stamps was not so great as that involved in going to 
the commissary to secure commodities. All stressed 
their ability under the new plan to select the com- 
modities they preferred; and all stated that they 
were actually able to secure more commodities with 
their blue stamps than had been issued from the 
commissary. None had experienced discrimina- 
tion of any sort in trading at stores. One or two 
said that they had started in by purchasing the 
maximum they were allowed; but now bought only 
the minimum, in order to have a little free cash to 
buy in the public market or from hucksters. This, 
however, did not represent the general trend, since 
average purchases per individual have advanced 
from $8.30 in May to a little over $10.00 in August. 
The Workers’ Alliance at first took an antagonistic 
attitude toward the plan, as representing a retro- 
gression from cash relief, which they favored. Their 
president, Mr. Costa, assured me, however, that 
they were now ‘100 percent” in favor of it, and that 
“100 percent” of their members were using it. He 
knew of no one who, having begun to use it, had 
dropped out. 

Social workers reported universal satisfaction 
among their clients, with the following minor 


exceptions: 


Elderly people, who had been receiving cash 
allowances as OAA, and who objected to being 
obliged to disclose themselves to their grocers as on 
relief. To a less degree, the same was reported for 
mothers on ADC. 

Sick or handicapped persons who were unable to 
go themselves for stamps, and had no one whom 
they could send regularly. 

One ex-service man, also an ex-grocer, preferred 
to forego receiving surplus commodities rather than 
present stamps to any of his former associates. He 
was, however, trading out with a meat dealer a 
debt owed him before he lost his business. 

One ADC client, an unmarried mother with one 
child ‘‘just couldn’t be bothered”’ to buy stamps. 

A few Italian clients felt that $1.00 per person per 
week was toomuch to spend for food. A few had 
complained that they had to wait till cash customers 
were served. 

In general, welfare agencies appeared to be under 
the impression that a larger percentage of their 
families were purchasing stamps than was actually 
the case. 

(6) Attitudes of social workers and agencies.—All 
agree that the present plan is a great improvement 
over earlier methods of commodity distribution. 
Having experienced the change to cash relief, they 
regret the introduction of features which again 
identify the relief client as such when he makes 
purchases, and which to some degree constrains the 
use he makes of his money. But they have been 
impressed by the extreme popularity of the plan 
with the clients, and say ‘‘why, after all, should we 
seek to impose our ideas of what would be better 
for the clients?” 

The social workers of Rochester would, however, 
like to see some experimentation with a plan which 
they feel sure the clients would like even better: 
namely, abandonment for a specified period of the 
sale of orange stamps, and the distribution of blue 
stamps to clients along with checks for their full 
relief budget in cash. They believe that surplus 
commodities should thus be moved without any 
serious reduction of amounts of food which clients 
would purchase with cash—thus taking sharp issue 
with the grocers. 

The attitude of the social agencies can be summed 
up as reasonable cooperation, no opposition, and 
watchful waiting. 


REACTIONS OF THE PRESS 


Analyses were made of 213 editorials 
appearing in 148 different newspapers from 
March 1939 through the first week of Jan- 
uary 1940. Although availability was the 
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basis for selection, all States were repre- 
sented. So far as could be learned, 280 
specific points about the operations were 
stressed in these editorials; 200 of these were 
favorable, 52 were unfavorable, and 28 were 
neutral. 

The leading editorial views of interest are 
listed in table 31. 


TaBLE 31.—Principal reactions toward Food Stamp 
Plan expressed in 213 editorials, March 1989- 
January 1940 





Favorable Unfavorable Neutral 





Worth trying—seems | Subsidy—artificial— | No opinion ex- 
sound—good expedi- temporary and super- pressed: 20 edi- 
ent—experimental ficial—substitute for torials. 
basis is encouraging real issue, employ- | We’ll wait and see: 


factor—cotton sur- 
plus plan worth try- 
ing: 97 editorials. 


ment—let supply 
and demand work: 
14 editorials. 


4 editorials. 


Improvement over |} Somebody has to pay 
others (direct distri- for it: 9 editorials. 
bution, plowing | Two-price plan again: 
under, 2-price plan): 4 editorials. 

21 editorials. 

Glad Government co- 
operating with busi- 
ness: 8 editorials. 

Extend it: 6 editorials. 











ArtitupEes TowarpD THE Low-INcoME 
PROGRAM 


With the inauguration of the low-income 
program in Shawnee, Okla., the first major 
criticisms developed. The United States 
Chamber of Commerce issued a pamphlet on 
the subject prepared by the Domestic Dis- 
tribution Department Committee.*’ 

Tbe main conclusions in the pamphlet 
were as follows: 

A recent innovation in the public policy which 
permits free distribution of commodities to persons 
having low incomes but who are not on relief calls for 
careful scrutiny. This new policy is in effect a 
radical and dangerous departure from the govern- 
ment’s policy of giving relief, and carries with it 
precedents and implications that may have far- 
reaching consequences. 

Subsidies at Public Expense.—The new plan in- 
volves radical departure from previous public policy 


37 “Free Distribution of Surplus Commodities to Persons Not on 
Relief,’’ September 1939. 
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of relief administration. It has the effect of making 
gifts at public expense of a part of the cost of neces- 
sities too, to growps of persons with low incomes. In 
effect, the plan is but a variation of the ‘‘Two-price 
Plan’? which was almost universally discredited at 
the time it was proposed several months ago. The 
new plan allows the favored group to purchase greater 
quantities of merchandise for the same outlay than is 
required to those who do not receive food-stamps and 
who must pay full retail prices for thetr purchases. 
The present complete subsidy for those in need 
would thus be expended into partial subsidy for 
those with low incomes. 

As announced by the Department of Agriculture, 
persons who are to be aided under the new plan are 
those with incomes of less than $19.50 a week. Is 
this income level to be inflexible, or may the level be 
raised to $24.50, or $29.50, or some other amount? 
What are the conditions which determine the setting 
of any standard? After once being certified as 
eligible to receive benefits, what checks will be 
established to determine if and when a _ person’s 
economic status has changed to make him ineligible? 

It is apparent that the establishment of a policy 
resting upon determination of a level of income, 
regardless of the amount, is fraught with difficulties. 
Once a government policy has been established to 
aid low-income groups it is inevitable that pressures 
will be exerted to broaden the base by successively 
raising the income level. 

Opportunities for Discrimination—Any criteria 
established for separating those to be favored by 
government largess from those who are to be 
required to stand on their own must be either inflex- 
ible in their application to all situations, or otherwise 
must be flexible enough to allow government admin- 
istrators to exercise judgment in passing upon 
individual cases. Both situations lend themselves 
to discrimination and hardship, while the second is 
fraught with the added danger that deliberate dis- 
crimination may result as a consequence of personal, 
political, religious, or other bias on the part of the 
administrators who must pass judgment. 

Creates Economic Classes—An unavoidable conse- 
quence of a policy such as that outlined would be to 
classify citizens into economic classes. Such classifi- 
cation of citizens by governmental bureaus is danger- 
ous to democratic principles and should be avoided. 


It is difficult to know whether this attitude 
is widespread. It is obviously not shared by 
the Shawnee Chamber of Commerce, which 
has been the principal agency responsible for 
the development of the program in Shawnee. 
Moreover, as indicated previously, Dr. 
Gallup reported that 57 percent of the people 
polled were in favor of “extending the Food 





Stamp Plan to families earning less than $20 
a week as well as to persons on relief.’ 

It is mteresting that Mark Sullivan criti- 
cized the early phases of the Food Stamp 
Plan on the grounds that low-income people 
were not included. In May 1939 he wrote 
as follows: 


How will this look to persons who are not W. P. A. 
workers, or otherwise on relief? How will it look to 
persons in private employment at wages lower 
than, or about the same as, the wages received by 
W. P. A. workers? Why should a W. P. A. worker 
getting $14 a week (the nation-wide average) 
receive $3.75 worth of food a week free while a 
worker in private industry receiving the same wage 
or less, must pay cash for exactly the same food? 
There are hundreds of thousands of persons in private 
work who get less than the $14 a week which is the 
W. P. A. average—perhaps millions who receive less 
than the top wage paid to W. P. A. workers, which is 


$90 amonth. What is the point of discriminating in 
favor of the W. P. A. worker, putting a handicap on 
the private worker? 


ConcLusIons REGARDING ATTITUDES 


On the whole, it appears to be quite clear 
that there has been an astonishing extent of 
agreement on the merit of the program. 
The Food Stamp Plan has evidently attracted 
as much public attention as any program 
launched in recent years. Moreover, the 
weight of opinion, where the plan is under- 
stood, appears to be extremely favorable. 
This attitude does not seem to be confined to 
any particular group. The program is 
apparently one phase of direct action that has 
substantial support from every large group 
in the community. 
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National Potentialities of the Food Stamp Plan 


What expenditures would be necessary to 
operate the Food Stamp Plan on a national 
basis? And if the program were operating 
nationally, what would be the potential size 
of the new market and what are the possible 
effects on farm income? The first of these 
questions is relatively easy to answer; the 
other two are not. The answers given here 
necessarily involve certain assumptions as 
to the demand elasticities of different income 
groups, as well as a considerable element of 
judgment based on study and observation of 
the plan to date. 


Cost To THE FEDERAL GOVERNMENT 


At present, 18 to 20 million persons in the 
United States are eligible for, or are receiv- 
ing, public assistance. This number in- 
cludes families of persons on general relief, 
families eligible to receive but not now 
receiving such assistance, Social Security 
cases, and W. P. A. workers. On the basis 
of the experience to date, about 75 percent 
of the persons to whom the plan is made 
available may be expected to participate. 
If the plan were made available to all per- 
sons in the United States who receive public 
assistance, it would be necessary to provide 
blue stamps for approximately 15 million 
people. With blue-stamp expenditures 
amounting to $25 to $30 per person per year, 
the cost of the program to the Federal 
Treasury would be from 375 to 450 million 
dollars per year. 

If the plan were also to include employed 
families with incomes of less than $1,000 per 
year in all towns and cities over 2,500 popu- 
lation, an additional expenditure of about 
200 to 240 million dollars would be required. 
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A program for all relief people and all em- 
ployed low-income families in both rural and 
urban areas would cost about a_ billion 
dollars per year. 


Errect or A NATIONAL PRoGRAM ON FARM 
INCOME 


Assuming an expenditure of 400 million 
dollars, what would be the effect on farm 
income? Any quantitative estimate of this 
must be rough, and is necessarily based on 
certain assumptions regarding demand elas- 
ticity and extent of substitution of blue 
stamps for normal expenditures. As indi- 
cated before, the demand for food among 
nonparticipants is likely to be inelastic. In 
order to get a quantitative measure of the 
increase in demand, the writers have as- 
sumed that the demand elasticity for this 
group probably lies between unity and one- 
half.3* It has also been assumed that all of 
the supplies would be marketed so that the 
effect of the program would be to increase 
prices and to increase the proportion of the 
supply made available to the lowest income 
groups rather than to increase the total 
supply. Finally, it has been assumed that 
about 75 percent of the blue-stamp expendi- 
ture is a net increase in demand and 25 per- 
cent represents substitution of blue stamps 
for regular expenditures. 

Under these circumstances, for an expendi- 
ture of 400 million dollars, the increase in 
nonparticipants’ outlay would lie between 
a minimum of 300 million dollars and a 

38 Unitary elasticity means that expenditures for food remain con- 
stant regardless of changes in price. Elasticity of one-half means 
that a given increase in price will reduce the quantity taken by a pro- 
portion equivalent to one-half the price increase; that is, roughly, 


with an increase in price of 2 percent, the quantity taken will decrease 
by 1 percent. 


maximum of 555 million dollars, depending 
on the elasticity of demand of nonpartici- 
pants (table 32). This estimate is conserva- 
tive in the sense that there is reason to 
believe that the degree of substitution is 
being reduced below 25 percent. If this 
happens, it will increase the potential effect 
of the program considerably. 

What proportion of this increase in con- 
sumer expenditures will go to farmers? If 
margins increase as consumer expenditures 
increase it is possible that as little as four- 
fifths of the increase in consumer expendi- 
tures will be received by farmers (see pp. 20- 
21). In attempting to set forth the mini- 
mum effects of the program, it has been 


assumed that four-fifths of the increase in 
consumer expenditure will be returned to 
farmers. This report suggests possible meth- 
ods of preventing margin increases on sales 
for blue-stamp commodities and a direct 
means of reducing them. If such results are 
achieved, farmers would receive more than 
four-fifths of the increase in consumer expen- 
diture. Under these circumstances, farmers 
should receive appreciably more than the 
minimum estimates shown in column 2 of 
table 32. If marketing costs can be held 
down and if substitutions can be reduced, 
the writers believe that farm incomes would 
probably be increased by at least the amount 
of the subsidy. 


TABLE 32.—Posstble increases in consumer expenditure and farm income as a result of the Food Stamp Plan 


under specified assumptions } 











Assuming a 400-million-dollar program | Assuming a 125-million-dollar program 
aed {SSE 
elasticity Percenta 

ge of Percentage of 
of nonpar- | Increase Increase increase in | ; increase | Imerease increase in 
Usipants cer fetiene in total total farm ee eee in total total farm 
demand 00d €x- | farm income} income from eG farm income] income from 
penditure food crops penditure food crops 
Million Million Million Million 
dollars dollars Percent dollars dollars Percent 
1 300 240 4.0 90 72 1.2 
38 435 348 5.8 135 108 1.8 
2) 555 444 7.4 180 144 2.4 





























1 It is assumed in this table that only 75 percent of the blue-stamp expenditure is a net increase in demand; that the farm income is normally 


about 40 percent of consumer expenditure; that elasticity of nonparticipant demand for food probably lies between unity and one-half. 


The 


possible effects on consumer expenditure are, therefore, computed on the basis of the 2 extreme assumptions and an intermediate assumption. 


It is assumed here that farmers will receive four-fifths of the increased consumer expenditure, which is a minimum estimate. 


are made from the following formula: 


pe rei(! Ne ( : 


where T’.=total consumers’ food expenditure without plan 
t,=total participants’ food expenditure without plan 
S=effective subsidy (75 percent of actual subsidy) 


and R= 7;/T.=index of increase in consumers’ food expenditure under plan. 





i 
7, )-0 


(R-1= percentage increase in consumers’ food expenditures.) 


This formula is derived as follows: The general formula for demand of elasticity n: 
P*Q=constant 


becomes, when applied to the demand of nonparticipants in the plan 
es (ee Pov) - = Pn Pts) 


i.e., 


zs) n-l 
Po 


where the P’s are indices of food prices with (P1) and without (P.) the plan. 
But, since total supply is assumed constant, 


to 

Seils 
~ (tot) 
pet) 


To 


Substituting from (3) in (2) we obtain (1), expressing FR in terms of given quantities. 


The computations 


(1) 


(2) 


(3) 


Errect oF A Stamp PLAN oF More LiMiItrED 
SIZE 


It appears to be unlikely that the stamp 
plan will involve an expenditure of more than 
125 million dollars during the current fiscal 
year. Consequently, it may be particularly 
significant to review the potentialities of 
expenditures of this size. The effects obvi- 
ously will be appreciably smaller. Under the 
previous assumptions, the minimum benefits 
to farmers would be on the order of 72 to 
144 million dollars for the expenditure of 125 
million dollars (table 32). This would in- 
crease total farm income from food crops by 
1 to 2 percent. The benefits to most indi- 
vidual commodities on the surplus list should 
be considerably greater than this, but prob- 
ably would not be of sufficient size to offset 
the difficulties presented by unstable national 
income and restricted foreign-trade outlets. 


Errrect oN DEMAND FOR SPECIFIC 
COMMODITIES 


One way of indicating the potential de- 
mand for individual commodities is to pro- 
ject the information on utilization of stamps 
for individual commodities to a national basis 
and to relate this to domestic consumption of 
the specified commodities. Table 33 gives the 
national purchases under the program based 
on consumer use of blue stamps with two 
different surplus lists—the one for July 16— 
September 30 and the one for October 1- 
December 15. 

Again it is necessary to qualify the con- 
clusions that may be drawn. The number of 
cities used may be too small to indicate 
national averages. Some of the consump- 
tion data used for comparison are not too 
accurate and may not be strictly compa- 


TABLE 33.—Estimate of purchases of specified surplus commodities under a national Food Stamp Plan and 
comparisons with average domestic consumption 


[Surplus lists of July 16-September 30, and October 1-December 15] 




















July 16-Sept. 30 Oct. 1-Dee. 15 

Commodity RSS dhe Average |sicnage 2a aril of tneal er? Average | thn bee 

penditure for |Blue-stamp/ domestic | percentage | penditure for |Blue-stamp| domestic | Tercentage 

each com- | Purchases eed. | of domestic | each com- purchases */ consump- | oF domestic 
modity ! Kee consumption} modity 1 ton consumption 

Percent Million Million Percent Percent Million Million Percent 

Butlerse see cease pound__ 24.0 298 2, 191 14 25. 5 279 2,191 13 
Roraneemees | 4 Page sae dozen.- 23. 6 330 2, 602 13 25.6 302 2, 602 12 
Flour (Wheat equiv.) __bushels__ 13.3 32 484 7 15.6 35 484 7 
Corn meal (Corn equiv.) --do___- 2,1 6 49 12 208 7 49 14 
RiGG r+ ease 5 = ee ie pounds-__ 2s 122 709 nl ere ce oop en See (a ee 
Dry, Deans as s-ese2-2-=- dozee= 4,1 229 931 25 4.0 208 931 22 
Dried=prunes 2 -2s2-— ase dons 2.1 83 266 31 2.0 80 266 30 
Raisins i222 es ee GOA fain ee Se es |B eee eee 2.2 84 301 28 
Applesis cose tassnsscoses G0 222 =| 22 ssece2 se bte5|2s-schast sss |a see eee se ss Seeenae eee nee 7.8 690 6, 208 11 
iPGACHES Se Sacer eee. doles 10.0 220 1,377 16. ooo 38. - bo e eoaeeeee | eeee 
PGGiS see eee eer doz 2.4 41 753 6 1.4 27 753 4 
Cabbavewe.-ee2e eee do-==- 3. 2 357 2, 461 14 | sis. se2 2825) 22 See ee ee | 
Pe 5 ae eee ee doze 2.0 63 407 NG. pet ews See 2 le cses ke eee ee 
POMALOCS Soak eeeese eee ase doze ead 270 1, 623 sh (el eee ne or Perera ESR Eke 
Onioubie= st -cos es en eee dons 3. 4 331 1, 965 17 3.0 292 1, 965 15 
Lardeeeense: seo seas eee ee OSs Sees sockets oS ale ke tee oll ee ee oe | Oo eee 10.0 364 1, 559 23 
































1 Averages for 6 cities; in computing these the percentage distribution of the number of persons receiving public assistance in the States around 
each city have been used as weights. 
? Stamp-plan purchases corrected for seasonal variation on the basis of 12-month season for all commodities except peaches and pears 
(4-month), peas and apples (10-month), tomatoes (9-month). 
3 Estimate supplied by Bureau of Agricultural Economies, Division of Program Coordination and Development; 1934-38 average for fruits 


and vegetables, 1928-37 average for other commodities; allowance made for farm-to-retail market waste. 
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rable. Moreover, this review refers to only 
two commodity lists, neither of which in- 
cludes meats. Obviously, many of the in- 
dividual commodities receive fewer stamps 
when meats are included. Finally, all of the 
demand will not be a net increase. There is 
bound to be considerable substitution for 
some of the commodities and some substitu- 
tion on all of them. 

For the period from July 16 through Sep- 
tember 30, the data indicate that on a 
national basis the maximum potentialities 
of the blue-stamp expenditures would have 
been equal to 13 to 14 percent of the domestic 
butter-and-egg market, 7 to 17 percent of 
average consumption of the cereals on the 
list, 25 percent of the average dry-bean 
consumption, 31 percent of domestic-prune 
consumption, and 6 to 17 percent of the 
domestic consumption of fresh fruits and 
vegetables on the list. For the October 
1—December 15 list, the data show insignifi- 
cant changes in the potential demand for 
butter, eggs, dry beans, and prunes. For 
apples, raisins, and lard (first added in 
October) a significant potential demand is 
indicated. 

It cannot be concluded that all of this de- 
mand would be a net increase. Undoubtedly 
there would be some substitution for many 
if not all commodities (that is, the blue stamps 
would be used in part, at least, for purchases 
that might otherwise be made for cash). 
One method of indicating the minimum 
effect of a national program on the individual 
commodities would be to compare the per- 
centage of the total market that low-income 
groups would be expected to account for 
normally and the percentage indicated from 
the blue-stamp distribution. This calcula- 
tion is shown in table 34. Column 1 gives a 
rough indication of the proportion of the total 
market that would be accounted for by 15 
million people who had consumption habits 
similar to nonfarm, nonrelief consumers with 
less than, $500 income in 1935-36. Column 


39 For example, domestic consumption of flour and raisins includes 
supplies used by bakers, whereas the stamp-plan data refer to home 
consumption. 


2 indicates the proportion of the total market 
which would be accounted for by blue-stamp 
expenditures on a national basis for two 
surplus lists. The net effect of the program 
might be indicated by subtracting column 1 
from column 2. 


TABLE 34.—Rough estimate of percentage of domestic 
supplies ‘‘normally” purchased by 16 million low- 
income persons, and percentage that national Food 
Stamp Plan would provide } 


[Based on surplus lists—July 16 through December 15] 











“Normal” | Blue-stamp 
percentage | percentage 
Commodity of market | of market 
1 2 
Percent Percent 

BUlleroaeerses cesta oa ene ht 5 13 
EE oO Se: ee ae ee See at 6 13 
IR CO See ree eee ee Aine sae ee eee, EL 14 17 
Dr yaD ORS sere een te ae re ee eee 12 23 
Dried ‘prunes sae eee ee ee 4 30 
EUS ES 11S eee eee ee eee 5 28 
EAD DIGS Sere ee ees eee BE ere 7 11 
IP OaCh Os maaan a ee ee ee Se 4 16 
PORTS See oo ae eee ee 8 5 
@abbace vaca 2s oe aon. ee 9 14 
A Eds h Sots OPS Ses Sgt fee an Seta ie: Narn ee 6 16 
{ROINBLOCS eee a ea ee Shoe 3 17 
Onions sesee se eee ae ee ee 7 16 
WN Rete = =. See ee ee ee ee ee 10 23 








1 The normal purchases were roughly estimated by calculating the 
share of the market that 15 million people would provide if their 
purchase habits were like those of 1935-36 nonfarm, nonrelief families 
having incomes of less than $500. The percentage that blue-stamp 
purchases would be of the national market is taken from table 33. 
The figures have been rounded to the closest whole percent. 


This method of estimating the increase in 
the low-income market probably understates 
the potentialities, since it is possible that 
some purchases of surplus commodities may 
be made with orange stamps or cash. Assum- 
ing that this comparison provides a minimum 
estimate, it appears that the expenditures by 
participating families for butter and eggs 
could be increased by an amount equal to at 
least 6 to 8 percent of total domestic con- 
sumption. For rice and cabbage, the net 
increase should be at least 3 to 5 percent. 
For dry beans, apples, peaches, peas, toma- 
toes, onions, and lard, the potential net in- 
crease should be at least 9 to 14 percent. 
For prunes and raisins, it should be 23 to 
26 percent. 
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What the corresponding benefits to growers 
would be cannot be satisfactorily estimated, 
for they depend for each commodity on the 
elasticity of nonparticipants’ demand and 
there are no reliable data on this point. But 
it is obvious that if the plan were placed on a 
national basis the increases in demand for 
most surplus commodities would be sub- 
stantial. 

SUMMARY AND Conciusions REGARDING 
POTENTIALITIES 


In this chapter some first estimates of the 
potentialities of the Food Stamp Plan are 
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presented. They are necessarily tentative 
and are rough approximations only. They 
do demonstrate that the Food Stamp Plan 
can provide a very substantial aid to farmers 
while materially improving the welfare of the 
participants. A program of national scope, 
involving expenditures of about 400 million 
dollars, would bring about a significant in- 
crease in farm income as a whole and espe- 
cially in returns to particular groups of 
producers. On a more restricted basis, the 
benefits cannot be so great. The stamp plan 
program must be increased substantially 
above its present extent if it is to be a major 
factor in meeting some of our farm problems. 


Appendix 


A.—ANatysis or Nev Errect or Biuz-STamp EXPENDITURES ON Low-INcomr DEMAND“ 


In pages 38 to 46 the problem of sub- 
stitution was discussed. The writers pointed 
out that in order to obtain maximum 
effectiveness it is essential that as much of 
the blue-stamp subsidy as possible shall rep- 
resent a net increase over the former food 
expenditures of participants. The effective- 
ness of the orange-stamp requirement in as- 
suring a net increase was discussed, and it 
was concluded that at least 75 percent of the 
blue-stamp expenditures represent a net in- 
crease in consumption of all food. 

This problem of substitution is important 
with respect not only to increases in the 
consumption of all foods but to increases in 
the consumption of the individual surplus 
commodities. This appendix outlines the 
analytic approach that is being made to the 
problem and indicates certain general con- 
clusions that may be drawn. 

As the program is designed primarily to in- 
crease low-income demand for food and espe- 
cially to increase the demand for surplus 
commodities among low-income families, the 
main problem is to secure information on 
actual changes in demand and consumption 
in the low-income areas. Two basic ap- 
proaches to the problem are being undertaken. 

(1) A number of purchase records are being 
obtained from relief families covering total 
foods and individual commodities bought be- 
fore and after the inauguration of the pro- 
gram. In this way conclusions are reached 
regarding the apparent effects of the program 
during the specific period covered. Sufficient 


40 Section A of the Appendix was prepared by the Economic Analy- 
sis Section, Surplus Marketing Administration, U. 8. Department 
of Agriculture, Washington, D. C. 
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studies of this type have not yet been com- 
pleted to permit conclusions to be drawn 
from them in this report. 

(2) A sample of low-income stores is se- 
lected and information is obtained on total 
sales and sales of the surplus commodities, 
with and without blue stamps, before the 
inauguration of the program and for a period 
of 4 to 12 months after the beginning of the 
program. During the period covered by the 
report, the studies enumerated in table 35 
were inaugurated. 

In general, it may be said that, in order to 
obtain a net increase equal to the amount of 
the subsidy, the sales of all foods must in- 
crease when the program is inaugurated by 
an amount equal to the value of the blue 
stamps. If the increase is less than the value 
of the blue stamps, it may be assumed that 
part of the money that would have been used 
for the purchase of surplus commodities in 
the absence of the plan is being used for the 
purchase of other commodities. On the other 
hand, it is possible that sales of surplus 
commodities may be increased by more ag- 
eressive merchandizing, greater assortment, 
and more adequate supplies during the period 
of the program, so that sales to nonpartici- 
pants are increased and the net effect may be 
to increase low-income sales by more than the 
value of the blue stamps received in the store 
or group of stores. 

Statistical measurements of the amount of 
increase involves the comparison of informa- 
tion regarding sales before the program and 
sales during the program. By expressing the 
sales of this sample of stores during the pro- 
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TasLE 35.—Studies inaugurated during the 





early months of the Food Stamp Plan program 


























Stores included in—| Percent- 
i age of 
: blue 

City Preprogram studies Program studies tows Of stamps 

income her | inlow- 

1ocalitios localities!| income 

sample 

Period Period Number | Number | Percent 
Rochester oN Vere see eee es Apr. Li-May 13; 19302202 22sseee = May 16, 1939-May 17, 1940_-_._._- 13-18 if 3- 8 
Dayton. Ohigse == ee eae eee May 1-May 31, 1980--2-22-- 2222 -- June! 5—Dec; 11, 198922 2 ee 10-12 6-7 4-8 
Seattle. W ash ese oeeee ee Dy 030 ee ee oe oe ee July 3-Dec: 16,/1989.-=-=- == === 6-17 4-9 3- 8 
Birmingham, “Ala. 2-8-5252. e525) July: 193802 22—, sees oo ey SS eee July 29, 1939-July 31, 1940___._.._- 22 5-6 6-12 
Shawnee: 'OKlas- 2-222 seaeaee eae Julyal 030s ee eee eee Aug. 14, 1939-Apr. 20, 1940___-__-- 11-12 8 12-21 
Des Moines, Iowa.------------------ July 3—Augs 19) 193892222222 22- 2 soe Aug. 21, 1989-May 25, 1940___.___- 10 3 6-18 


1 Variations in the sales of other income stores indicate the effect of variables other than the blue-stamp subsidy. Sales indexes of these 
stores are therefore used to adjust the low-income sales indexes for these other factors. 


gram as a percentage of the average sales 
during the period before the inauguration of 
the Food Stamp Plan, it is possible to measure 
changes during the program. These changes 
may be due to several factors. They may be 
(1) the effect of the blue-stamp subsidy, (2) 
the effect of changes in consumer-purchasing 
power, (8) the effect of seasonal changes in 
supply and consumption, or (4) the effect of 
other variable factors. Asso many variables 
are involved, it becomes necessary to devise 
a method of controlling all variable factors 
except the effect of the blue-stamp subsidy. 

In order to provide a control, reports have 
been collected from a sample of 5 to 10 stores 
that did not receive large amounts of blue 
stamps. It is assumed that the effect of all 
variables except the blue-stamp subsidy will 
be reflected in the changes in sales of these 
‘“‘control”’ stores and that, except for increases 
due to blue stamps, changes in the sales of 
surplus commodities in the control stores 
will be comparable with changes in the sales 
of these commodities in the stores that do 
appreciable amounts of blue-stamp business. 

On the whole, the program data in the 
sales studies were more accurate than pre- 
program information. From many stores, 
the preprogram information could be ob- 
tained only from purchase invoices or ship- 
ment records. Estimates of preprogram 
sales from such data could not allow for in- 
ventory changes. This difficulty was not 
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especially significant for the more perishable 
commodities, like butter and eggs, or for 
total dollar sales, but for the nonperishables, 
like flour, prunes, beans, and corn meal, it 
was evident that the shipment or purchase 
records were frequently not a satisfactory 
base from which to measure increases in 
sales during the program. This difficulty is 
now being overcome by obtaining actual 
records for a period of 1 month or longer 
before the opening of the Food Stamp Plan. 

For some commodities, such as tomatoes, 
cabbage, pears, and peaches, there is a pro- 
nounced seasonal variation in supply, price, 
and quantities purchased. It may be argued 
that the demand for these commodities is 
not the same in low-income stores that handle 
large amounts of blue stamps as it is in the 
control stores that do little stamp business 
and therefore serve customers whose incomes 
are relatively high. If this is the case, 
seasonal variation will probably be greater 
in low-income stores than in others. To 
correct for this difficulty, plans are being 
made to obtain information from low-income 
stores in areas adjacent to the area being 
studied, but not covered by the stamp-plan 
program. Insofar as this difference in de- 
mand exists, it makes conclusions difficult, 
especially for some fruits and vegetables 
which have particularly short seasons. For 
other commodities, to include enough weeks 
of experience to cover an entire seasonal 


pattern (high and low) would eliminate the 
difficulty. 

The preliminary analysis completed to 
date indicates that the method outlined will 
probably be fairly adequate. Progress so 
far in collecting adequate information over 
a considerable period of time is very en- 
couraging. Preliminary conclusions are as 
follows: 

(1) The effect of the blue-stamp subsidy 
in low-income areas is usually quite evident, 
indicating that increases even larger than 
the value of the subsidy may be obtained, 
especially when the plan first begins in a 
particular area, because of the stimulation of 
demand by publicity attached to the opening 
of the stamp-plan program in a city and 
more aggressive merchandizing on the part 
of merchants. 

(2) Increases in total food sales are prob- 
ably equal to or nearly equal to the value of 
the blue-stamp subsidy in most areas. 

(3) Sales of butter, eggs, beans, and rice 
were probably increased by at least 75 per- 
cent of the value of the blue stamps. 

(4) Sales of fresh fruits and vegetables— 
commodities which relief people are usually 
unable to purchase in appreciable quantity— 
were probably increased by something like 
the full amount of the blue stamps. 

(5) Sales of flour, corn meal, and pork— 
commodities which normally make up the 
largest part of the diet of low-income 
people—probably are not increased by the 
full amount of the blue stamps. Preliminary 
information indicates that increases of these 
commodities may amount to from one-half 
to three-quarters of the value of the blue 
stamps expended. 

(6) The increases in the purchases of the 
various individual surplus commodities are 


affected by changes in the surplus list. 

(7) The amount of the increase varies 
among areas because of differences in relief 
standards, dietary habits, and normal con- 
sumption of surplus commodities. 

Some indication of the changes are shown 
from the Rochester study, which is sum- 
marized in table 36. 


TaBLE 36.—Indices of sales of total food and of speci- 
fied surplus commodities in low-income stores and 
other stores in Rochester, N. Y., Apr. 18, 1939- 
May 11, 19401 


Sales in low- Per- |ncrease 

















F e! 

income areas— in low- 

Ad- eee income 

justed sales as 
index income reent- 

Commodity Includ- ofsales| Sales [Pe 
A es age of 
ing For inother| Were iad 
those | blue | Storeg3| above | tans 

for blue] stamps Ss" | other a 

stamps sales ditures 
otal [00d ssseeesee eee 115 10 104 ll 110 
Button ee ee 124 35 102 22 63 
Agape Bee ee eae 122 52 88 34 65 
BiGurseee a ee ee 243 119 114 129 108 
UICC a eee ee ae ae ee ae 130 65 88 42 65 
Dry beansi2 2-22 eee 175 84 110 65 77 
Pranes oe oe 102 47 58 44 94 


1 Preprogram period Apr. 6-May 13, 1939=100. 

2 There were a few blue-stamp sales in the upper and intermediate 
income areas, so the index in the upper and intermediate income 
stores was adjusted upward to allow for the possible substitution of 
blue stamps for cash in these stores. 


The tentative conclusions presented here 
are necessarily based on preliminary work 
inaugurated with considerable speed and be- 
fore many of the problems of data collection 
and analytic technique had been worked out. 
A new set of studies—especially those in 
Akron, Ohio, beginning December 16; Mem- 
phis, Tenn., beginning December 9; and 
others in Oakland, Calif., Chicago, Ill., and 
Brooklyn, N. Y.—will make it possible to 
obtain more accurate and complete infor- 
mation. 


B.—WHoLESALE Foon SALEs IN THE EXPERIMENTAL Crtr1es BrForE AND DurinG 
OPERATION OF THE STAMP PLAN 


Considerable interest has been shown in 
what effect the Food Stamp Plan has had 
on total food sales in the areas where it has 


been operating. An effort was therefore 
made in connection with this study to obtain 
records from food wholesalers as to their 
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food sales for a period of time before and 
during the operation of the plan. As the 
value of the blue stamps is small in relation 
to total food sales, it is obvious that the 
effect of the plan could easily be lost in the 
interplay of other market factors. Changes 
in the general market situation, together 
with difficulties of getting accurate sales 
data, were such that the findings do not 
provide a very satisfactory basis for any 
conclusions regarding the effect of the stamp 
plan on total food sales. 

Figure 8 (see also table 37) shows the total 
value of food (surplus and nonsurplus items) 
sold by leading wholesalers and chain-store 
systems in four experimental cities for periods 
before and during the operation of the stamp 








plan. These firms had a large proportion of 
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the total food business in their respective 
territories, so that their sales provide the 
best available data as to the over-all trend 
of food sales in the stamp cities.*! 

Figure 8 indicates that in two of the cities 
(Rochester and Dayton) total food sales fell 
off in the months immediately following the 
inauguration of the plan; whereas in Pot- 
tawatomie County, Okla., and Des Moines 
the sales increased. These figures for sales 
should not be taken to mean that the plan 
had no effect in increasing food sales in the 
first two cities nor that the increase noted 
in the last two cities can be attributed to it. 

41 Some of the firms, particularly those doing business in Pottawa- 
tomie County, Okla., made sales in areas adjacent to the stamp-plan 
cities, so that to this extent their sales would not be expected to reflect 


the effect of the plan. In other cities, however, most of the sales were 
made within the areas affected by the plan. 
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Fiaurn 8.—Wholesale value of all food sales of wholesalers in four stamp-plan cities, divided between sales 
of surplus commodities and nonsurplus commodities, and the Nielsen Food Index, 1938 and 1939. Effects 
of the introduction of the stamp plan were masked by other more important influences in the market. 
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TaBLe 37.— Wholesale value of total, surplus-commodity, and nonsurplus-commodity sales | of food by wholesalers 


in four stamp-plan cities,? and the Nielsen Food Index, 1938 and 19893 
Ce an ec At a ee 


1938 








Oity and type of wholesale-value sums 
April May June July | August Ss eg October | Novem- 








ber 
Rochester: Dollars | Dollars | Dollars | Dollars | Dollars | Dollars | Dollars | Dollars 
PAE NOG Isa los meme net et eee te Pe 927, 113 |1, 007, 812 999, 974 955, 606 0 OOD ig | ee ates el oer ee ee 
Rirnis-foddusalesa= aeosee see tees ee 91, 401 98, 624 90, 451 85, 570 103 °5294|\ae eae |S eee eee 
INOnSUrpluS toadisales soem ose 2 2 ee ek Sob (L2H GOD) 188i 000)523 1.870, 086!!], 872.378) | 22.20 eee ee 
Dayton: 
PRG Se CS ane meenin erent) nat = eae 728,840) s0r,905'))) GOL, 986" 686; 886. eae le ae eee eee oe 






Surplus-food sales 
Nonsurplus-food sales 
Pottowatomie County, Okla.: 4 


67, 704 62, 403 57, 215 59, 549 
661,141 | 645,460 | 604,720 | 626, 837 


















































SORE Of efol GENS 2 2, eee ee cee CLS Sep eee ee) eee eae (ee (er 75, 893 75, 661 76, 064 76, 916 78, 578 
[Spbsa@) VA GVING COURS). - epoca Sash ee a ie ee (| 12, 903 13, 871 15, 769 15, 711 15, 571 
INOESUEDIUSfOOCISAlOS mater ree oes ye ee ee Lee OL et 62, 990 61, 790 60, 295 61, 205 58, 007 
Des Moines: 
EMUIOG@UGOUSS). oann a ES See Sie ee a ee Sn Nea eee 448, 168 524, 670 544, O11 578, 513 501, 731 
SHUTS LOUIS ales meee ee eer eee wre ae eel ee ee Re eee oe ee 79, 568 90, 842 99, 116 96, 474 96, 117 
INL OTISITE LIS =(OOC SALON sy eeeenet menne mec mL ene Se Te ae ee eee ke 368, 600 | 433, 828 444, 895 482, 039 405, 614 
1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 
Nielsen Food Index: * dollars dollars dollars dollars dollars dollars dollars dollars 
RO TASS BES LCLt less meee eee ee ee Se re a a 16, 184 16, 184 15, 422 15, 422 15, 256 15, 256 16, 833 16, 833 
(Cree (Oh GIRO. =. nen 5 ep ie ie tee re ee oe a 18, 128 18, 128 17,983 | 17, 983 17, 714 17, 714 18, 268 18, 268 
1939 
City and type of wholesale-value sums | 
April May June July August |September| October 
Rochester: Dollars Dollars Dollars Dollars Dollars Dollars Dollars 
LNT R60 DEEN ES on ps a el IS Pe a 957, 917 1, 064, 971 1, 028, 933 922, 478 1, 140, 814 1, 098, 679 970, 110 
Bunolis-food sales see = Pe ee ee 78, 475 77, 317 75, 634 81, 663 111, 656 125, 980 | 104, 802 
Nionsurplus-t00d sales=--22-----s-=--2----c2- n= = 879, 442 987, 654 953, 299 840, 815 1, 029, 158 972, 699 865, 308 
Dayton: 
PATH OOC Sales eee eeee a ees Se Sees ee 765, 016 761, 210 740, 820 730, 313 756; /600is|= Bee 
Surplus-food sales-_-..----.-------.-- 55, 657 57, 559 55, 101 63, 063 M2 oO Aloeepee tans 
Nonsurplus-food sales 709, 359 703, 651 685, 719 667, 250 6845303.) /2eeeeeee 
Pottowatomie County, Okla.: 4 
SS eC et ee ge ae Neco ccnmsens lacescweaeccs[ancseseerses 67, 233 81, 783 94, 808 77, 811 
SURI CVTR DG) SEC. « <a ep Sl RS aes eee es 12, 059 18, 997 22, 029 17, 698 
ISTGISTIGO HS FOOCIND los meena eee nee eens se 8 cael meen so sone 55, 174 62, 786 72, 779 60, 113 
Des Moines: 
PER CITEN Tc te pe ee ee ec aeane lek eae les cane so csmcoasewnlouneenscuee 399, 396 483, 855 588, 658 478, 621 
Surplus-food sales 78, 046 100, 417 137, 297 100, 626 
Nonsurplus-food sales- =... ....-.-..--....-=- Be ee ee aes (See 321, 350 383, 438 451, 361 377, 995 
1,000 1,000 1,000 1,000 1,000 1,000 1,000 
Nielsen Food Index: # dollars dollars dollars dollars dollars dollars dollars 
(Circe TRE ATEN if see a MN reek pe Pia 16, 074 16, 074 15, 552 15, 552 15, 526 15,026: |Pee-aee see 
(CIEE ONG CCL Raeee hen te = Be Se See 18, 237 18, 237 17, 813 17, 813 17, 988 Li, O88 eaiesen cee 














1 Surplus food-sales figures included only those commodities which were on all the first 3 stamp-plan surplus lists: Butter, eggs, prunes» 
dried beans, wheat flour, graham flour, and corn meal, with the exception of those for Des Moines and Pottowatomie County, for which there 
were no data oneggs. The first stamp-plan surplus-food list, effective May 16, had 9 commodities listed; the second list, effective July 16, had 
14 commodities; and the third, effective October 1, had 13 commodities. Sales figures for any other food in the first 3 lists were not included in 
the figures for nonsurplus-food sales. 

2 Dates of inauguration of the stamp plan in these cities were: Rochester, May 16; Dayton, June 5; Pottowatomie County, Aug. 16; and 
Des Moines, Aug. 23, 1939. 

3 The wholesale sample for this analysis consisted of the following number of firms in each city: Rochester, 12; Dayton, 8; Pottowatomie 
County, 11; and Des Moines, 14. Data derived from these firms may not represent total wholesale movement of food commodities in each city 
as certain institutional factors peculiar to the sample firms may have affected their sales. The stamp plan may have been only one of several 
factors affecting food sales in these cities. The general trend of food sales is indicated by the Nielsen Food Index. 

4 The Nielsen Food Index statistics are based on the food sales of a large sample of chain and independent retailers throughout the United 
States. As each figure is for a bimonthly period, it has been halved for every corresponding month in this table. The index for class B cities 
represents total sales of cities of 100,000 to 1,000,000 population and is comparable with the total sales figures for Rochester, Dayton, and Des 
Moines. ‘The index for class O cities of from 10,000 to 100,000 population is comparable with the total sales figures for Pottowatomie County. 
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In all cases, the effects of the plan on total 
food sales appear to have been obscured by 
other factors—in Rochester and Dayton by 
a seasonal decline in food sales and in the 
other cities by the war boom in September. 
That sales of wholesalers will vary sharply 
from month to month because of the size 
and timing of transactions is another com- 
plicating factor. 

Inferences based on changes in the volume 
of food sales upon the inauguration of the 
plan in individual cities are likely to be not 
only inaccurate, but actually misleading as 
to the real economic effect of the plan. The 


fundamental principle of the Food Stamp 
Plan is that it tends to increase farm income 
by diverting part of the available supply from 
high-income to low-income consumers. If 
the total supply of a commodity is fixed, the 
plan could not immediately increase the 
total supply marketed even if it were operat- 
ing on a national basis. So long as it is 
operating in only a few cities, some increase 
in food sales in these particular cities may be 
expected. Exactly how much this increase 
has amounted to cannot be ascertained from 
any data now available. 


C—Metuops Usrep sy THE BurgEAvU OF Home Economics IN STUDYING THE EFFECTS OF THE 
Stamp Pian on Diets or Low-Income Famities In Dayton, Onto, AvuGustT— 


SEPTEMBER 1939 


The sample of families included in the 
Dayton study was made by the use of three 
lists or registers: Lists of certified applicants 
for participation in the Food Stamp Plan in 
the files of the city office of the Surplus 
Marketing Administration; W. P. A. pay 
rolls (with special permission from Federal 
and State officials); and lists of families that 
had applied to the city’s Department of 
Public Assistance for relief but were awaiting 
certification. All the families included on 
these lists that also corresponded to the 
eligibility requirements described on page 
67 were interviewed (100-percent cover- 
age). There was, of course, duplication on 
W. P. A. pay rolls and in S. M. A. files that 
had to be eliminated. Also the latter register 
included families participating in the stamp 
plan that were recipients of old-age assist- 
ance, aid to dependent children, and aid to 
the blind; these names were omitted because 
these groups were not to be included in this 
study. 

The files of the Surplus Marketing Admin- 
istration served chiefly to locate participants 
with W. P. A. employment and participants 
that received grocery vouchers, but they 
helped also in locating one group of nonpar- 
ticipants—those that once had been eligible 
for participation but were no longer so, having 
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been dropped from W. P. A. or relief rolls 
too recently to have been removed from S. 
M. A. files. Pay rolls of W. P. A. were used 
chiefly to locate a nonparticipating group 
with W. P. A. employment. The list of 
families that had applied for relief to the 
city’s welfare department but were not yet 
receiving aid helped to locate a third group 
of nonparticipants. 

Access could not be obtained to lists of 
clients receiving assistance from private wel- 
fare agencies, and no attempt was made to 
obtain the cooperation of nonrelief, privately 
employed families except those that had ob- 
tained employment so recently that their 
names still were on W. P. A. or S. M. A. 
rolls. All families—participants and non- 
participants—included in the survey had 
once been certified by a public agency as in 
need of W. P. A. employment or direct aid 
or had made application for such certification. 


METHOD OF OBTAINING INFORMATION 


Field workers, trained to help housewives 
to recall the facts needed to fill the schedules, 
interviewed each family and obtained in ac- 
cordance with detailed and written instruc- 
tions the family’s best estimate of its con- 
sumption of food during the preceding 7-day 
period, the persons fed from the family’s food 


supply, and family income (in money and 
in kind) for the preceding month. 

Data obtained by this method are, of 
course, subject to errors of both overestima- 
tion and underestimation, due to faulty mem- 
ory or to poor quantitative judgment on the 
part of the person reporting. Hence, the 
schedules were carefully edited for consist- 
ency andreasonableness. Previous experience 
with records and with estimates of food con- 
sumption—both collected and edited with 
proper care—has demonstrated that averages 
based on estimates of food consumption made 
by sufficiently large and homogeneous groups 
of families are fairly reproducible. Less reli- 
ance, however, can be placed on data from a 
single family if they are obtained by inter- 
view rather than from supervised records 
kept from day to day. 

Schedules were rejected in the office if the 
field worker reported the disposition on the 
part of the reporter to withhold information, 
or to falsify replies, or if it was evident from 
the schedule that the reporter was unable to 
give estimates that were accurate enough to 
be of use. Schedules were regarded as of 
doubtful accuracy if the food-energy value 
of the quantities reported exceeded 3,500 
calories per person per day or fell below 
2,000 calories per person per day; in all such 
cases the schedules were referred to the super- 
visor for decision as to disposal after a study 
of all the evidence available regarding each 
family’s income, food-energy needs, and esti- 
mates of consumption. Schedules reporting 
food valued at less than $1 per person per 
week or more than $3 per person per week 
also were scrutinized with special care to 
make sure of their probable validity. Fami- 
lies whose reports failed to show the consump- 
tion of any major group of food were inter- 
viewed a second time to verify the report; 
unless verification was possible, the schedule 
was rejected. 


DATA OBTAINED FOR ANALYSIS 


Altogether, schedules showing income, 
household composition, and food consump- 


tion were filled for 1,582 households. Many 
families participating in the stamp plan were 
ineligible for the study because of the ad- 
ministrative decision to omit those receiving 
Social Security benefits, as well as those in- 
eligible because of the color and household- 
composition requirements that had been set 
up. The proportion of the total number 
interviewed that were eligible but that re- 
fused to cooperate in filling a schedule was 
less than 6 percent. 

Data on income and household composi- 
tion, regarded as reliable, were obtained from 
1,561 households—699 participating on the 
orange- and blue-stamp basis; 526 partici- 
pating on the grocery-voucher, blue-stamp 
basis, and 336 nonparticipating households. 
From these were obtained 1,382 schedules re- 
garded as suitable source material for a 
study of food consumption and expenditures: 
573 from orange- and blue-stamp partici- 
pants; 503 from grocery-voucher, blue-stamp 
participants; and 306 from nonparticipants. 
Thus schedules were rejected because of 
internal evidence of untrustworthiness from 


-18 percent of the orange- and blue-stamp 


participants, 4 percent of the grocery- 
voucher, blue-stamp participants, and 9 per- 
cent from the nonparticipants. 

A relatively large proportion of the sched- 
ules rejected were from small families, and 
the most frequent cause for rejection was an 
apparent overestimate of consumption. Over- 
estimates, each small in quantity but on a 


‘number of items, would of course be rela- 


tively more important in the total (and 
hence more readily detectable) among small 
families than large. An overestimate of one- 
half of aloaf of bread, for example, would be 
considerable if the total number of loaves for 
the week were but 2 but would be compara- 
tively unimportant if the total were 10. 

If overestimation were a general trait, but 
readily detectable only among small families 
and among those with a comparatively high 
level of consumption, the rejections that 
would follow the editing procedures adopted 
in this study would tend to minimize differ- 
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TaBLE 38.—Distribution by household composition and family income per month of households participating 
with orange and blue stamps or grocery vouchers and blue stamps and nonparticipating households of all fam- 
tlies cooperating, Dayton, Ohio, August-September 1989 








Household composition and participation 





All households cooperating in study_.-.....--.-----__---.-.---.=-- 
Participating. 2c +2 e226 22 ce een See aeeeee  e e ee eee  ee 
Orange:and’blue:stampsis. te oo ee eee ee ee eee 
Grocery vouchersiand blue\stamps__.__-------------_._2.- 
Nonparticipating o225 oso eee ees eee ee ee rea: 
Cooperating households of— 
2 persons 16 or more years of age and no others: 

Participating se 75-9 see a 8 ee ee ee er eee 
Orange‘and: blue ‘stampSs. 22 — se a= eee eee 
Grocery vouchers and blue stamps_______.-_-_---_-_-_-_--- 

INOTUDALUICUD AGI oa ee ee a ee ee ee 

3 or 4 persons: 2 persons 16 or more years of age, and 1 or 2 persons 
under 16: 

Partichp sti Se ee ee ee ee 
Orangeand blueistamps==22—)- ess = ee ee eee 
Grocery vouchers and blue stamps____-_-_______---___-_--- 

INONDALLICIDAtING 5.6 sec en tee ee i oe re ee 

5, 6, or 7 persons: At least 2, 16 or more years of age and 1 under 
16 years, and 2 to 4 others: 

Partioipating se sae a eee ee ee eee 
Orangeand pltieistampss ss sees = earn ae eee eee 
Grocery vouchers and blue stamps_____-__-_____---_-___-_- 

Nonparticipating=2. 2 os ose tan = 2. eee ee eee | 

















Households with income! in a month of— 
All house- 
holds Less than | From $25 | From $50 | From $75 | $100 or 
$25 to $49 to $74 to $99 more 
Number Number Number Number Number Number 
1, 561 110 406 664 237 144 
1, 225 65 355 537 183 85. 
699 9 65 395 157 73 
526 56 290 142 26 12 
336 45 51 127 54 59 
310 34 122 112 30 12 
168 3 24 100 29 12 
142 31 98 12 1 0 
110 28 19 39 17 7 
456 24 140 208 64 20 
275 4 26 169 57 19 
181 20 114 39 7 1 
121 ll 19 44 24 23 
459 Xf 93 217 89 53 
256 2 15 126 71 42 
203 5 78 91 18 ll 
105 | 6 | 13 44 13 29 
| | 














1 Includes money and nonmoney income (except value of blue stamps received). 


ences between the consumption of the two 
types of participants and between partici- 
pants on the one hand and nonparticipants 
on the other. (As already noted, total re- 
jections on all bases were 18, 4, and 9 per- 
cent, respectively, for the three groups.) It 
is reasonable to assume, however, that fam- 
ilies of relatively low economic status may be 
more aware of the quantitative aspects of 
their food purchases and consumption than 
are those who are not forced by economic 
necessity to watch expenditures closely, and 
hence the former may be better fitted to give 
accurate estimates. 

Table 38 gives the household composition 
and family income of all households cooperat- 
ing in the study. 

In comparing matched groups (cells) of 
participating and nonparticipating house- 
holds, all cells were made to consist of the 
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same number of schedules. If one cell in- 
cluded more schedules than the other, the 
larger number was reduced to the smaller by 
eliminating the extra schedules according to 
the following instructions: Arrange thesched- 
ules by date of schedule collection, divide the 
total number by the number to be eliminated, 
and let the first schedules to be drawn be de- 
termined by the proportion to be eliminated. 
Thus if there are 90 schedules and 10, or one- 
ninth, were to be omitted, the ninth, eight- 
eenth, twenty-seventh, etc., schedule would 
be drawn for omission. In order to learn the 
variations within each cell as well as the vari- 
ation between two cells to be compared, two 
subtotals as well as a grand total were ob- 
tained for each cell and certain tests of the 
significance of differences within cells and 
between cells were made. 
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